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CONGRESS AND THE BANK CIRCULATION. 


When the bill extending the charters of the National banks 
was passed by Congress, it was generally believed that no serious 
question would confront these institutions for a long period. 
Their future seemed known. Of course, no one. regarded them 
as completely shielded from trials, but no one foresaw the situa- 
tion in which they are now placed. All are alike surprised at 
the sudden turn in the bank circulation. What seemed so secure 
a few months ago, now appears to be on the verge of extinction, 
or at least a considerable part of it. The payment of the national 
debt so rapidly, and the holding by the banks of so many of 
the three per cent. bonds, are the well-known causes of this state 
of things. 

If the banks were willing to buy the fours, of course, their cir- 
culation would be secure until the time arrived for their payment. 
But there are many reasons why the banks do not wish to buy 
them. On the other hand, if the banks are to suffer by the call- 
ing of bonds, and must withdraw their circulation or maintain it 
at a lower rate of profit, it should be remembered that the banks 
in many cases have handsomely profited by the advance in the 
value of the bonds. A bank, for example, that bought fours at 
par, could sell out and make a very large profit. The aggregate 
premium account of the National banks would amount to a large 
sum. In this respect, therefore, as well as in others, they have 
been gainers by banking under the national system. 
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Several bills have been introduced intended to aid the banks in 
maintaining their circulation. The Senate thus far has devoted the 
most attention to the subject. One plan is to permit the banks 
to issue circulation within ten per cent. of the market value of 
the bonds deposited for its security, while another plan limits the 
issue to the par value of the bonds. There certainly can be no 
objection to the latter plan. The Government has promised to 
pay the bonds, and so long as there is no doubt about its main- 
taining its promise, the bill-holder is secured whether the bonds 
deposited with the Government to secure circulation sell above 
or below par. But, of course, the Government is under no obli- 
gation to pay a premium on its bonds, in fact, will pay none; 
and it is said that if banks are permitted to issue notes for 
more than the par value of the bonds there is danger. It is 
affirmed that the banks would be interested to make the’ premium 
as high as possible in order to get out the largest amount of 
notes. This might be the case with banks having the fours or 
four-and-a-halfs, but it would not apply to the banks having 
threes. Their interest consists in buying the-fours at a price as 
low as possible. It would seem, therefore, that there is not much 
risk involved in this plan. Certainly it would afford the banks. 
considerable relief. 

It is very clear, however, that to give the circulation much 
permanence, the banks must either buy the fours, or a new 
bond running for a long period must be so issued that they can 
buy it. Any other mode of relief is only temporary; and even if 
a circulation be based on the longest-time bonds, it will not en- 
dure many years if the will of the people is respected, and the 
national debt is paid as fast as circumstances justify it. 

Several plans have been offered providing for a new bond - bear- 
ing a lower rate of interest. Senator Aldrich, of Rhode Island, has 
introduced a bill embodying Comptroller Knox’s suggestion, offer- 
ing fifteen per cent. premium for the four per cent. bonds, and 
issuing in exchange for them a new three per cent. bond having 
the same time to run. The four per cents will not mature for 


twenty-three years. The reduction of interest from four to three 


per cent., therefore, just saves the Government twenty-threé per 
cent. The premium which it is proposed to pay represents an 
advance payment of interest of fifteen per cent. The eight per 
cent. saved to the Government would be about $59,000,000 if the 
whole volume of fours are thus exchanged. United States bonds 
are quoted, at the time we are writing, at 123. The inducement 
which it is proposed the Government shail hold out to the hold- 
ers to lead them to consent to sacrifice a third of the present 
premium on their bonds, lies in the stipulation that the three per 
cent. bonds which they receive in exchange will be the very last 
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bonds paid off by the Government. If only a portion of the fours 
are thus exchanged, the new three per cents will be practically a 
long bond, and of special value to the banks as a basis for their 
currency. This prepaid interest, if recapitalized at three per cent., 
would, in twenty-three years, recover for the banks two-thirds of 
the interest given up in the exchange as proposed. These two 
considerations, viz., the possibility of recapitalizing the partial pre- 
payment of interest and the longer life of the new bonds, are 
probably sufficient to: make the proposed exchange acceptable to 
the banks. 

Another plan has been launched in the House by Representa- 
tive Potter, of New York. This consists of the issue of a two 
per cent. bond, the banks depositing it paying no tax on their 
circulation. The plan has many adherents, as well as the one pre- 
viously mentioned. 

The McPherson bill, as it is called, which has been reported by 
the Finance Committee of the Senate provides that any National 
banking association making a deposit of any United States bonds 
bearing interest, in the manner required by law, shall be entitled to 
receive from the Comptroller circulating notes not exceeding in 
amount the par value of the bonds deposited. Provided, That at no 
time shall the total amount of such notes issued to any such asso- 
ciation exceed the amount at such time actually paid in of its capital 
stock. The bill, however, will undoubtedly give rise to a warm de- 
bate. 

Lastly, it has been proposed to issue Treasury notes to the 
amount of the National bank notes that are retired, thus keep- 
ing the volume of circulation unchanged. This plan also has its 
supporters. 

It may be added, the opinion is growing that if Congress takes 
no action this session, no harm is likely to follow. Money is 
cheap and abundant. Business is declining; people are averse to 
new ventures, and there is no prospect of immediate improvement. 
Besides, much as the fact may be regretted, nothing is likely to 
be done in’ the way of suspending the silver coinage, consequently 
silver certificates will continue to multiply, and therefore there is 
no reason for apprehending a dearth in the circulating medium 
even if the bank notes retired are not replaced with some other 
form of currency. In fact, the silver certificates may be considered 
as filling a much greater space than that occupied by bank notes. 
If, therefore, the silver coinage must continue, it would probably 
be a wise policy to issue no other paper currency for the present. 
This seems to be the opinion entertained by many of the most 
thoughtful persons, and as it is the easiestypolicy to adopt, and 
happily in this case probably the wisest, it is more likely to be 
adopted than any other. 
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ADVANCES ON BILLS OF LADING. 


That bills of lading do not always convey to the holder a title 
to the property described therein, was found out before the recent 
case in which a loss occurred through the treachery of an agent 
of the Blue Line of transportation at Memphis, who was also a 
shipper of cotton. It seems that he was constantly forwarding 
merchandise, and, as agent of the line, signed his own bills of 
lading. A considerable sum was advanced to him on a receipt and 
bill of lading signed by himself, which did not represent a _ ship- 
ment. A year ago an agent of the same line, living at Columbus, 
in Mississippi, disappeared after obtaining money on _ several bills 
of lading negotiated in the North. The parties who were victim- 
ized lived in Boston and Fall River, and the amount, it is said, 
exceeded $ 200,000. 

The legal principle involved is of vast importance to banks, and 
all who make advances on these instruments. The transactions in 
cotton, for example, exceed three hundred millions a year, most of 
which is consigned to houses in the North, who make advances 
on the security of these instruments. Formerly the method of do- 
ing business was different. Then the banks in New York and 
other places would not advance on bills of lading and warehouse 
receipts, and if the broker or merchant did so, he had the money 
from which the advance was made. In those days cotton was sold 
on sixty days’ time. As soon as it was purchased in the North 
the planter drew on the receiver, and after the bill was accepted 
the local bank cashed the paper. But now the Southern banks 
have not enough money to do this business, and cannot take the 
paper when offered, and consequently the planter consigns the cot- 
ton and draws for three-quarters, or more, of its value. By the 
present method, it may be added, the receivers must have more 
capital than formerly, as then they had two months in which to 
sell and get money before their acceptances became due. 

Several years ago a quantity of wheat was sent from Chicago on 
a bill of lading to order. The bank in that city advanced on it, 
and the grain was forwarded under the direction of the institution 
to a certain storehouse, with instructions to keep it until the drafts 
that represented the advance were paid. As these had several 
months to run, the storekeeper, who was a speculator, thought it 
would be a fine thing to use the grain, intending to put other 
grain, similar in quality and quantity, in its place before the drafts 
matured. AccordinglyY he forwarded it to a house in New York 
for sale. The consignee was a careful, cautious man. He exam- 
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ined the bill of lacing, found that it was genuine, examined the 
wheat also, and found that it answered the description required, 
and made a large advance at the request of the consignor on the 
same. The grain was sold, and the balance, after deducting the 
charges, etc., was paid over to the storekeeper. 

“It is needless to add that his speculation turned out disastrously, 
and consequently he could not replace the wheat. .Then the bank 
in Chicago found out that their wheat was not where they sup- 
posed it to be. They traced the wheat into the hands of the con- 
signee of New York, and though he had obtained it in a perfectly 
honest way, yet, inasmuch as the storekeeper had no title to it, 
he could convey no title to the consignee, and consequently the 
latter was held liable. This doctrine has made the business of ad- 
vancing money on the security of bills of lading more perilous 
than is agreeable to bankers and commission merchants, and the 
question arises whether it is not possible to grant greater protection 
to them than they now receive. Ought not common carriers to be 
held responsible for the acts of their agents in issuing bills of 
lading? A bill embodying this obligation has been introduced into 
Congress. It substantially declares that bills of lading, issued by an 
agent authorized to issue such instruments, shall be conclusive evi- 
dence against the carrier in the hands of a dona fide holder for 
value, that the freight was actually received as in the bill of lading 
stated, and that the agent issuing the same had full authority to 
do so. To prevent this rule from becoming too severe in its prac- 
tical application as against the carriers, the proposed law contains 
a further provision that the carrier shall not be responsible under 
the provisions of the same upon any bil] of lading upon which he 
stamps the words, “not negotiable,” nor for any statement of fact 
in such a bill of lading caused wholly by the fraud of the shipper 
of the merchandise therein named, the holder of the bill or the 
person under whom he claims. 

It is hoped that this measure will meet the necessities of the 
case, for while it is true that much may be said upon the propriety 
of making principals responsible for the acts of their agents, it is 
also true that that docrine may be carried to such an extent as 
to work positive injustice. To make carriers responsible to an un- 
limited amount upon bills of lading issued at remote and unim- 
portant stations by agents, of whose actions, owing to the circum- 
stances, carriers have but little actual knowledge or control, is per- 
haps to increase the risks of the transportation business beyond 
its legitimate limits. 

The practical effect of the bill will be, says Mr. .F. A. Snow, 
who drew it, that railroad companies will issue to their agents gen- 
erally non-negotiable bills of lading, which cannot be made nego- 
tiable by any erasure or alteration; they will provide their trusted 
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agents at the largest receiving depots with negotiable bills of lading, 
which will be issued as required. It is also likely that arrangements 
will be made for the exchanging of non-negotiable for negotiable 
bills of lading. This will afford the business community an adequate 
protection, and at the same time will not impose undue hardships 
upon the carrier. If passed by Congress it will go into immediate 
operation, and will result in the adoption of a uniform system 
and method of doing business in this respect, which will cover all 
cases of interstate and foreign commerce. 


AN EXAMPLE OF DEBT MANAGEMENT. 


The Commonwealth of Massachusetts never creates a debt with- 
out providing a sinking fund to discharge and pay it off as the 
successive instalments may fall due. In the case of the very large 
debt incurred in the great work of the Hoosac Tunnel, it turns 
out that the revenues of the sinking fund, although sufficient to 
provide for the instalments of the principal until 1891, will not be 
sufficient for the subsequent instalments, which, of course, might 
be extended at a very low rate of interest, in these days of low 
rates, and with the exceptionally high credit which Massachusetts 
enjoys. But its present Governor, instead of entertaining the idea 
of extending any part of the debt, advises the Legislature to com- 
mence at once upon such a recruitment of the sinking fund as 
will pay it off as it matures, the amount required being but little 
short of $600,000 annually, to be obtained by taxation. Clearly, it 
must be bad economy for so rich a State as Massachusetts to pay 
interest on loans which it has the right to redeem, and it may 
be presumed that the Legislature will sustain the views of Gov. 
Robinson. By doing so it will not only promote its own interests, 
but will set a good example to other States. It has already, in 
a law passed ten years ago, achieved the credit of dealing more 
wisely and comprehensively with municipal indebtedness than any 
State in the Union. Many of the States have put up efficient 
barriers against future financial involvements of that kind, but 
Massachusetts, in addition to doing that, provided for the gradual 
but sure payment of all existing debts, thereby covering the whole 
ground, and dealing with all aspects of the mischief. 

Public debts, except in a few cases in which they have arisen 
from the construction of productive works, represent no property, 
and are, in fact, nothing more than the legally acquired rights of 
one class of persons to appropriate to their own private uses the 
proceed of taxes imposed by the public authority upon all classes. 
One of the serious objections to them is, that the classes who 
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pay the taxes thus appropriated to individual uses, do not realize 
that their property or earnings are under a mortgage, but continue 
to spend money as if they were unincumbered, and in all senses 
their own. The possessors of mortgaged houses, mills, or railroads 
labor under no delusions of that kind, but understand correctly 
what their real interest is in what they possess, and govern their 
expenditures accordingly. In this city, for example, the owners of 
specifically mortgaged property deduct the amount of the mortgage 
from their estimate of their wealth, but they never think of de- 
ducting their share of the blanket mortgage of one hundred million 
dollars covering the entire real estate of the city, and placed upon 
it by a succession of municipal manipulators, of whom Tweed was 
the most conspicuous, although not perhaps the worst. It is some- 
times said that public debts are merely an imaginary property, but 
they are, unfortunately, something very real. The delusion is not 
on that side, but on the other side. It is the delusion of the pos- 
sessors of tangible property, who suppose themselves to be the 
sole owners of it, when they are only co-owners with the public 
creditor. ; 


THE STATE DISTRIBUTION OF THE SURPLUS. 


In the August number of the BANKER’S MAGAZINE (1883) was 
given an account of a plan for distributing the surplus of the Na- 
tional revenue among the States proposed by Mr. Wharton Barker, 
and elaborated in a pamphlet prepared at his request by Professor 
Thompson of the University of Pennsylvaria. The plan was favor- 
ably received in some quarters, in others it was not. The objectors 
gave several reasons, but one which probably weighed as heavily 
as any other was the newness of the measure. 

Some persons are always disturbed by any new plans or ideas on 
any subject. The old, if not very good, is better to them than any- 
thing else. But with a discussion of the plan its novelty has 
worn away, and this class of objectors have modified their opinions. 
In several ways it is evident that the plan either in its entirety, 
or with modifications, is growing in public favor. One of the 
more noteworthy indications of this is the letter of Mr. Blaine 
and the expression of sentiment that followed it. The subject, in 
a general way, is discussed more and more,*and should be until a 
satisfactory solution is reached. ; 

The pamphlet to which we have referred contains a very inter- 
esting history of the former distribution of the public money. 
More recently, however, Mr. Knox, the Comptroller of the Currency, 
has prepared a short paper on the subject. One of the points 
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raised by those opposed to distribution is, that the States squand- 
ered the money, they received in 1837. Mr. Knox says on this 
point: “It is generally believed that the moneys deposited by the 
Government with the different States were, for the most part, 
wasted or employed in works of internal improvement which were 
unnecessary. The data for a full investigation of this subject are 
not at hand, but it is known that the States of Massachusetts,. 
Connecticut, New York, New Jersey, Pennsylvania; Delaware, Mary- 
land, North Carolina, Illinois, Indiana, Kentucky, Ohio and Mis- 
souri appropriated a considerable portion of the income from this 
fund to the support of public schools; and that in many of 
these States income from the whole fund has been from the com- 
mencement, and still is, devoted to the education of the people.” 

Mr. Knox’s paper was read at a meeting of the Philosophical 
Society at Washington, and in the discussion which followed the 
reading of it Mr. Hugh McCullogh said that in Indiana the ap- 
plication of the money deposited by the United States occa- 
sioned a long debate, which resulted in its division. One-half, 
by means of a system of commissioners, was loaned to individuals 
on land and mortgage; the other half was put into stock of the 
State Bank, with which the speaker was at that time connected. 
In a financial crisis the first half was practically lost, probably less 
than one-twentieth part being recovered; but the Joss was fortu- 
nately made good by the bank stock, upon which dividends were 
regularly paid, and by which the investment was eventually doubled. 
Since the closing of the bank, this money had constituted the school 
fund of Indiana. 

An investigation, which it is said is now going on, will doubtless 
show that the money was not so generally frittered away as the 
opponents of distribution would have us believe. A large portion 
was devoted to school purposes, and is thus employed at the pres- 
ent time. The bill introduced into the Senate embodying Mr. 
Barker's plan, provides how the money shall be distributed; that is, 
to what purpose it shall be devoted, and there can be no doubt 
of the power of the Government to provide what use shall be made 
of its gift; in other words, to attach a condition to its accept- 
ance. 

One thing is certain, whatever may be the outcome of the plan 
and the aliscussion to which it has given rise, the “absurdity ” 
phase through which it, like nearly all new measures, must pass, is 
over, and the real merits of the plan are likely to receive fair 
treatment. It is quite probable that Congress will pass no import- 
ant bill this session; but in the meantime this question, like many 
others before the people, will be kept alive, and let us hope be 
wisely sobved. , 
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VALUE OF CLEARING-HOUSE STATISTICS. 


Clearing-house returns, as now published weekly, are by no means 
a satisfactory index of the condition of trade throughout the 
country. They are perhaps the best single test we have, but, if 
considered independently of other evidence, they are misleadi:g, 
both because they are imperfectly compiled and collated, and be- 
cause they represent only a small fraction of the business trans- 
acted. It seems a good time to call attention to these facts, inas- 
much as these statistics are eagerly looked for every week, both by 
careful students of economics, and by the great mass of people 
interested in trade. Their coilection may be properly considered, 
not as affording the public an accurate record of the ebb and flow 
of traffic, but as an important step in the progress toward the ap- 
plication of scientific methods to economic statistics. 

Reports are published from twenty-five to twenty-eight cities of 
this country, having a population of over 5,500,000, according to 
the last census, or a little more than eleven per cent. of the whole 
population of the country. The theory is, that any considerable 
rise or fall in the volume of transactions the country over would 
register itself on this index, but the percentage of transactions hgre 
represented to the great aggregate is so small, that such a rise or 
fall influences these figures much less than any local causes that 
may happen to be in operation in the towns from which reports 
are sent, so that the process of reasoning out from these points of 
observation must lead to incorrect conclusions. If to this consider- 
ation is added the fact, that only a part of the banks in each city 
belong to the Clearing-housé association, the incompleteness of these 
records becomes the more evident. In New York there are sixty- 
three members out of a total of 177 banks and bankers; at Boston 
there are more institutions, properly called banks, out of the asso- 
ciation than in it; and at Chicago only nineteen of the banks are 
members, having perhaps three-fourths of the capital. It is only fair 
to say, however, that some banks outside the associations clear 
through banks which are members. , 

Statistics have been compiled showing that in St. Louis the 
Clearing-house handles less than half the checks, drafts, etc., paid 
there. There are also many cases of banks in various parts of the 
country which confine their operations almost exclusively to the 
paper representing one important branch of traffic, and are not 
members of the Clearing-house. Of course these interests never 
make their mark in the published statistics. The lists of towns, 
too, show some peculiarities worthy of note. Peoria, Ill.; Columbus, 
O.; Syracuse, N. Y., and Springfield, Mass., are used, and St. Paul 
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and Minneapolis, Buffalo, Charleston, Savannah and Galveston, are 
left out. There are several States that are not represented. It is true, 
however, that in some cases, transactions at certain points in one 
State would come into the accounts of a near city in another State. 
The dealings in cereals in that part of the country tributary to St. 
Paul and Minneapolis, which is the area now attracting the most 
attention, and where the most rapid growth is to be expected, find 
no expression in these returns. Yet $3,000,000 a week is not an 
uncommon aggregate for the clearings at Minneapolis, and the mill- 
ers of that city often send $200,000 a day to -the country to move 
grain. Then there is an enormous volume of small transactions, par- 
ticularly in the rural districts, which are carried out by the use of cash 
or by the off-setting of accounts, and which never reach the banks. 

It is an illustration of the lack of thorough study of these sta- 
tistics by those who compile them, that they for a long time 
published the figures, and drew conclusions from them, with- 
out knowing that four Western cities had been adding the 
debits and the credits together to make these totals. When this 
discovery was made, the statisticians were considerate enough to 
inform the public of the fact, but did not seem to think the mat- 
ter a very serious one. We can feel no assurance that anomalies 
of equal importance are not now running through the tables. It 
is pertinent to ask, too, if these statisticians are following the 
Westward movement of banking capital. Chicago long since took 
the position of a large lender to the East, at certain periods of the 
year, and towns to the West of that city are more and more assert- 
ing their independence of it. 

The fact, that allowance must be made for the amount of specula- 
tion and the fluctuations in price, is always recognized in estimating 
the significance of these returns, but these elements are difficult 
of measurement, particularly the former, and render the calculation 
highly uncertain. There are also a great many local incidents, hav- 
ing no significance so far as the volume of trade is concerned,, 
which, operating on the comparatively small bulk of clearings re- 
ported, change them materially. A few years ago a rich man in a 
Western city wanted $100,000 in Eastern exchange. It was a rainy 
day; so he said to a banker in the same building with him, “1 
don’t want to get wet; I will give you seventy-five cents per $ 1000 
premium for this exchange.” The banker sent out and got the ex- 
change for fifty cents, and the person of whom he bought it pro- 
cured it for twenty-five cents. Here were three transactions affect- 
ing the Clearing-house, where one would have answered equally 
well, all because a nabob was afraid of wetting his feet. 

Clearing-house returns do not measure profits, which are the 
main immediate object of trade. There may be—=indeed there has 
been at times in the past two years—a large volume of traffics 
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which gives its participants no margin. Nor do they afford any 
information as to the thrift of the great mass of the people, 
whether their earnings are large or small, and whether they are 
saving money. Nor do they indicate anything as to the solvency 
of tradesmen. Indeed, a large failure may increase the exchanges. 
And the clearings are by no means the only significant item in a 
bank statement. The loans, deposits and reserve are important in 
a study of the nature and bulk of trade. These statistics fall far 
short of the accuracy that has been reached in reporting railroad 
business. The earnings of half the roads in the country are given 
to the public every month, and the only element of uncertainty 
with them is the amount that ought to be earned by new mileage. 
But the application of the Clearing-house principle to business 
is becoming more and more general every year, and the American 
banking system is tending to a higher and more complete organiza- 
tion. These statistics ought to be more useful hereafter than they 
are now. In some towns the figures are not now easily obtainable 
for public use, and in others, where trade is important, Clearing- 
houses do not exist. The reporting of these returns should be 
sedulously developed, and meanwhile students of affairs should 
understand that the value of the statistics, as now presented, is 
limited. C. B. Evans. 


ne 


GERMAN INCOME TAXES. 

Bismarck has proposed a law for parliamentary consideration in 
Prussia, which remodels the taxation on incomes in a direction 
decidedly favorable to the poorer classes, and decidedly unfavor- 
able to those who enjoy large incomes derived from land and 
other invésted capitals. The distinguishing features of his proposed 
law are two. The first is the entire exemption of incomes below 
a certain figure, which is higher in the case of widows and or- 
phans. The second is the much higher rate of taxation imposed 
upon incomes: derived from property, than upon incomes derived 
from professions, trade and business. The measure excites a good 
deal of interest in Europe, amounting in certain quarters to alarm, 
and especially in connection with the fact that Bismarck has al- 
ready secured the passage of measures to provide insurances for 
the old age of workmen, and for the cases of their loss of life, 
or serious injury, from casualties connected with their employ- 
ment, and to throw the cost of these insurances, not wholly 
upon the wages of the workmen, but partly upon those who 
employ them. The policy of Bismarck, taking the whole of it 
together, is denounced as “State Socialism,” so far as it goes, 
and as portending further steps in the same direction. 
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According to some accounts, the law now proposed by Bismarck 
introduces for the first time in Germany the principle of graduating 
the income taxes, so as to make the percentage of taxation higher 
as incomes become larger. But it seems to be true that this prin- 
ciple is to some extent carried out in the existing laws. 

The politics of Europe are necessarily obscure at this distance, 
and all the information which we get is doubtless distorted and 
discolored by the media through which it comes to us. But we 
know, in a general way, that whereas Bismarck first represented 
what is called the “National” or “Liberal” party, which was 
dominated by the commercial interests, he now, in consequence 
of disagreements with his original supporters, has fallen back upon 
what is called by its enemies the “Junker Party,” which is dom- 
inated by the landed aristocracy, but all the while having behind 
him the unshaken and powerful personal support of Emperor 
William. In this condition of antagonism to the “‘ National 
Liberals,” he outbids them in his favors to the working classes, 
just as Lord Beaconsfield, when he was leading the Tories as 
plain Mr. Disraeli, “dished the Whigs,” by going farther than 
they went, or dared to go, in extending the electoral franchise. 

Two or three years ago, the London Lconomist, in the course 
of extended comments upon what it considered to be the im- 
pending peril of socialistic and communistic measures in France, 
said that there was less to be feared from a “Red _ Republic” 
than from a “Red Emperor.” Its apprehension was that Prince 
Napoleon, the claimant to the throne in that line, might reach 
and retain power by promising more and doing more in a social- 
istic direction, than would be either promised or performed by 
Republican rulers. Of that there have certainly been many ex- 
amples in history. 

With the ideas which prevail in this country, and with the 
precedents of our past legislation, it will appear a little strange 
that anything so far done, or proposed to be done by Bismarck, 
should, in the eyes of large classes of persons of Europe, seem to 
savor of communism. The exemptions from the income tax which 
he recommends, apply only to incomes below 1200 marks, or $ 3c0, 
whereas in the American income-tax law, in the shape in which it 
was when repealed, incomes below $3000 were exempt. There is 
surely nothing unreasonable in imposing a higher rate upon a se- 
cure income derived from Government bonds, ground rents and 
mortgages, than upon a precarious income derived from personal 
services. Nor is it doubtful, that whatever employers might be com- 
pelled to pay towards insuring their workmen, would really come 
largely out of the workmen themselves, because it might be, and 
would be taken into the account by employers in determining what 
rates of wages they could undertake to pay. If wages were fixed by 
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law, contributions towards insurance would be an addition to them, 
but as they are not so fixed in Germany, such contributions must in 
the main reduce wages fro ¢anto. The measures of Bismarck would 
not be complained of as communistic, except in countries where 
certain classes have become nervous and hysterical on that subject. 


FOREIGN INDEBTEDNESS. 


According to a statement prepared at the United States Treasury 
the amount of bonds registered in the names of foreign owners was 
reduced from $36,836,000, November 1, 1881, to $18,616,500, Novem- 
ber 1, 1883. Included in the latter amount were $ 5,740,000 of the 
three-and-a-half-per-cent. bonds, all of which have now been called. 
It is supposed that there are also a few bonds owned abroad, which 
are registered in the names of American bankers and attorneys. 

As respects the coupon bonds, a city contemporary (the Fzxanczal 
Chronicle) stated recently, that so far as could be traced, interest 
is paid to foreign owners at the New York United States Treasury 
Office, on $25,000,000 of the fours, and $20,000,000 of the four and 
a-halfs. Two-thirds of all the coupons are paid at that office, and 
it may be assumed that foreign holders of bonds send nearly all 
their coupons to New York for collection. 

Taking all these facts together, it may be estimated that the 
foreign holding of our Government debt does not now exceed $ 100,- 
000,000. It has been largely reduced within half a dozen years, as 
the result of the successive calls by the Government for its bonds, 
and by the rise of the prices for those bonds obtainable in this 
country. It will be a happy day for us when not a single good 
American security is owned abroad, and when the United States 
shall cease to be an exploiting ground for European bankers and 
money lenders. Absentee creditors are, if possible, worse than ab- 
sentee landlords. The tribute of interest paid to foreigners is es- 
sentially as odious and exhausting as the tribute of rent. We have 
outgrown the necessity of submitting to the humiliation of going to 
London, Paris, or Frankfort for capital for any purpose. American 
capital has become amply abundant for all home demands. 

The homeward flow of our securities from Europe is, however, not 
determined by anybody’s wishes, or opinions, but by the relative 
current rates of interest here and there. If those rates are equal, 
or not far from equal, all our securities would return to us, inas- 
much as lenders will not make foreign investments, except under the 
temptation of a considerably larger return than they can obtain 
from home investments. At the present time, as stated in the Lon- 
don Economist of December 15, 1883, purchasers of United States 
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Government bonds get an interest of only two and seven-tenths per 
cent. per annum upon their cost in the English market, which is 
considerably less than they can get from many British securities, 
equally good, and (in London) as readily salable, and somewhat 
less than they can get from the purchase of British consols. As 
far as the English holders of our Government bonds are concerned 
they would at once sell us all they possess, except for the 
belief which they may entertain that the selling price is more likely 
to rise than to fall. And what is true of English holders, is still 
more true of holders on the Continent of Europe, where the aver- 
age rates of interest are higher than in London. 

The same general cause which is operating to bring home from 
Europe American Government bonds, is operating to bring home 
American State, municipal and railroad bonds, and everything which 
can be reckoned as investment securities, such as the stocks of such 
railroads as enjoy a good and well-established repute. The rise 
here in all income-paying investments has been in proportion to 
‘the rise in Government bonds, although not reaching the same 
point. The inducement of the prices prevailing here will, before 
many years, bring substantially the whole of them home, and Eu- 
ropeans will cease to look to our stock markets for investments. 
If they deal in our markets at all, it will be, not for investment 
purposes, but in merely speculative ventures, not involving pur- 
chases, but only the putting up of margins. And if our own people 
resort to European markets at all, it will be for the sale, not of 
bonds and stocks yielding a sure and fixed income, but of hazard- 
ous descriptions of securities and properties, in respect to which 
purchasers may be induced to believe that large profits are possible 
and probable. _ : 

So far as there are differences between the taxation of American 
securities in the hands of foreign holders, and the taxation of the 
same securities held at home, they favor the home ownership of 
them since the’ repeal of the United States income tax. That 
tax, as respects United States bonds, was never designed to be 
anything but a paltry political trick. If the purpose had been really 
to collect such a tax, it would have been deducted from the divi- 
dends, as it is from the dividends on British consols, and from the 
dividends on all other Government stocks in Europe. But as it 
was intended as a pretence merely, it was only collected from that 
infinitesimally small fraction of the holders of our Government bonds 
who voluntarily disclosed their ownership. But the United States 
income tax, although a sham as to Government bonds, was made 
effective as to the dividends on railroad bonds, bank stocks, &c., 
by being deducted from them. Our own citizens are now relieved 
from that tax altogether, but it is certainly true that the English 
holders of our securities are legally subject to the payment of the 
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British income tax upon them, and the returns of the receipts 
under the British income tax laws show the payment of considerable 
sums on account of the holding of foreign securities. Doubtless, 
there are evasions of the income tax in England, but to whatever 
extent it is collected there, or elsewhere in Europe, from the 
holders of our securities, it constitutes a disadvantage to them, as 
compared with the’ full legal immunity from that tax which is 
now enjoyed here, and is, therefore, a circumstance tending to 
cause the return home of such of’ our securities as are held 
abroad. 


>t< 


EGYPTIAN FINANCES. 

The estimates of the Egyptian revenues and expenditures for the 
calendar year 1883, gave a favorable balance of 348,100 Egyptian 
pounds, equal (at $4 to the pound) to $1,392,400. The total esti- 
mated revenues were 8,784,600 pounds, of which 4,367,700 were spe- 
cially set apart for the interest and sinking fund of the public 
debt. The total estimated payments were 8,436,500 pounds, being 
4,167,100 for the public debt, and 4,269,400 for the ordinary ex- 
penses of the Government. The actual results have differed greatly 
from the estimates, and instead of a favorable balance of 348,100 
pounds, there has been a deficit of 2,800,000 pounds, or § I1,200,- 
000, which has arisen partly from a talling off in the revenues, but 
most largely from the increased military expenses in the Soudan. 
There are no other extraordinary expenditures, as the payments of 
the damages inflicted upon foreigners by the British attack upon 
Alexandria are not included. The expenses of the British occupying , 
army, amounting to 550,000 pounds, or $2,200,000, are included, 
but that is not an extraordinary expenditure, as the British mili- 
tary: occupation is expected to be permanent, or at any rate to con- 
tinue for an indefinitely long period. 

The deficiency in the Egyptian revenues naturally troubles the 
English very greatly, and is discussed with a good deal of chagrin 
by the London financial journals. They do not expect that the 
deficiency can be averted by putting more taxes upon the Egyp- 
tians, who are already taxed to the starvation point, and they see 
plainly that it can be made good in only one of two ways, either 
of which is distasteful and damaging to British interests. One of 
these ways is to cut down the rate of interest paid on the Egyp- 
tian debt, the larger part of which is now owned in London, and 
the remainder on the Continent of Europe, but chiefly in France. 
The other way is to throw still more of the Egyptian expendi- 
tures on to the broad and strong shoulders of the British tax- 
payers. 
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If the interest on the debt is cut down the London holders will 
resent and resist it, and they have a political influence which no 
British Ministry will willingly trifle with. The holders on the Con- 
tinent of Europe will clamor, and will instigate remonstrances from 
their respective Governments. This will be especially true in France, 
already sore under the mortification of having been ousted from 
its former equality with England in the control of Egypt. The Paris 
holders of Egyptian stocks, so long as full interest is punctually paid 
on them under English management, will do their best to keep 
France quiet, but if their dividends are reduced, they will be be- 
hind none in the patriotic vigor with which they will declaim 
against the abandonment of the traditional claims of their country 
to influence in Egypt. 

As to the tax-payers of England, and indeed of India, great 
loads have already been thrown upon them in this Egyptian busi- 
ness. Of the millions which the suppression of Arabi Bey cost 
England and India, not a single pound was charged to the Egyp- 
tian revenues. It could not be done without compelling a reduc- 
tion of the dividends on the debt, which, in the judgment of the 
Gladstone administration, would have been a worse evil in its po- 
litical consequences at home and abroad, than to saddle the cost 
upon the British and Indian tax-payers. That it might justly have 
beeri done, so far as the holders of the Egyptian debt are con- 
cerned, is plain enough, inasmuch as that debt would not have 
been worth a single year’s purchase, if the Khedive had not been 
reinstated in power by the destruction of the army of Arabi Bey. 
But the justice of the case was made to yield to views of policy. 
The British tax-payers were reconciled to it by their natural exulta- 
tion over the decisive success of the British arms, and as to the 
Indian tax-payers, nobody in England really cares much whether 
they are reconciled to it or not. ‘ 

Since the suppression of Arabi Bey the expenses of the British 
occupation (not including the pay of the officers and soldiers) have 
been thrown upon Egypt; but that has been no burden, in a di- 
rect, pecuniary view, inasmuch as the British forces have rendered 
services in the way of maintaining order, which could not have 
been rendered at less cost by Egyptian troops. 

Now that Egypt seems to be seriously menaced by an invasion 
of the forces of the False Prophet, who is in control of the Sou- 
dan, England must decide, unless it abandons the defence of the 
country, whether it will threw the cost of defending it upon its 
home tax-payers, or, by taking it out of the Egyptian revenues, 
compel the holders of the Egyptian debt to pay the whole or 
part of the cost. 

The London Lconomzst of December 15, urging the latter line of 


_ policy, says: 








1884. | EGYPTIAN FINANCES. 581 


Is the Egyptian Government to deny its subjects protection, and 
expose itse!f to the risk of extinction, in order that the claims of 
its bondholders may be punctually met; or, is it to act upon the 
well-recognized principle that the necessary expenses of the ad- 
ministration must constitute the first charge upon the revenues of 
the country? 

Aside from any unusual demands for money for military expenses, 
the debt of Egypt, all of which is held abroad, is certainly an op- 
pressive, and may prove to be an insupportable burden. The an- 
nual interest and sinking fund, computed at $16,668,400, must be 
paid in gold, which Egypt can obtain only by selling cotton, wheat 
and sugar, at prices which are now very low, and likely to go still 
lower. 


“== --—---» + ———__ —__ — 


FINANCIAL FACTS AND PROSPECTS. 


The increase of failures in 1883, as compared with 1882, in the 
United States, although large, was not nearly so large as in the 
Dominion of Canada. In this country the number was 7574 in 1882, 
and 10,187 in 1883, showing an increase of 2613, or thirty-four per 
cent.; whereas in Canada the number was 642 in 1882, and 1460 in 
1883, showing an increase of 818, or 143 per cent. The general 
cause of the augmenting failures in both this country and Canada 
is the fall in the current prices of commodities throughout the 


commercial world, which weakens the position of all persons en-- 


gaged in commerce and productive industries, and bankrupts a good 
many of them. That this common cause should have produced 
disasters relatively so much larger in Canada, may be explained in 
part by its having relatively less wealth than this country, but is 
mainly due to the vicious currency system of our northern neigh- 
bors, who place no other limit upon the volume of bank notes 
than what is described as “the wants of trade.” This makes the 
expansions of bank notes enormous in flush times, and the corre- 
sponding contractions of it equally enormous in depressed times. 
It is remarkable that the Canadians should adhere to such a cur- 
rency, which they strongly praise for its “elasticity,” which is the 
last thing to be commended in money, which, as a measure of 
value, ought to approximate as nearly as possible to the steadiness of 
measures of length or weight. England, from which Canada copies 
a good many things, abandoned that vicious system in 1844. This 
country abandoned it in 1865, when Congress, by a decisive and 
vigorous exercise of its authority, put a final end to the creation 
by the States of note-issuing banks. 

During the first five months of the current fiscal year beginning 
July 1, 1883, the internal revenue was $51,279,438, which is a decline 
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of $11,343,971, as compared with the corresponding months of the 
preceding year. At that rate the decline during the whole of the 
.current fiscal year would be §$ 27,225,540. The tax on spirits, in- 
stead of decreasing during the five months as compared with the 
preceding year, increased $2,074,771. That tax has been since last 
spring abnormally productive, that is to say, it has been paid on 
more spirits than has been consumed. The manufacturers are 
obliged to take it out of bond and to pay the duties faster than 
it can be sold. If they succeed in getting an extension of the 
period within which it must be taken out of bond, the revenue is 
liable to fall off suddenly and largely. At any rate the present ex- 
cessive withdrawals from bond will sooner or later reduce the future 
revenue. 

During the first five months of the fiscal year the internal rev- 
enue exceeded by $10,000,000 the total surplus revenue, so that, if 
the internal taxes had all been taken off, there would have been 
a deficiency to that amount, which would have required either new 
loans or drawing upon the cash reserves of the Treasury. 

During the first eleven months of 1883 the British exports of 
silver were, to India, $28,898,610, and to China (including Hong 
Kong) $3,725,110, as compared with $28,268,475, and $2,004,325 
during the corresponding eleven months of 1882. 

A financial writer in one of our city contemporaries says: 

Our markets abroad have fallen away from us. Had the demand 
for our wheat and cotton continued as active as it was in the good 
years, we should be much better off. 

A more precisely accurate account of the case would be that the 
prices of our wheat aud cotton have fallen off abroad. There is 
a foreign demand for ail we have to spare of both those articles, 
and the foreign markets for them have neither run away from us 
nor been closed to us. The producers of wheat and cotton experience 
no lack of demand at home or abroad, but they receive less money 
per bushel and per pound, so that it takes greater quantities of 
both to pay their debts and taxes. In exchanging their wheat and 
cotton, through the medium of money, for other commodities, they 
probably suffer no loss, inasmuch as the fall in prices is general. 

The tariff revenue is estimated to have fallen off $12,500,000 
during the last half of 1883, as compared with the last half of 
1882. 

The reduction of the net public debt during last December was 
$ 11,743,337, although there was a considerable decline of the rev- 
enues as compared with December, 1882. The falling off in the 
customs’ receipts at New York was $1,002,294. The warrants on 
the Treasury for pension payments in December last amounted to 
only $28,208, which was doubtless made up by heavy warrants in 
January. The total met reduction of the debt during the six 
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months ending December 31, 1883, was $53,049,483. At that rate 
the reduction for the whole current fiscal year would be $ 106,098,- 
966; but no such result is to be expected, or will be realized. 
The effect of the depression in business, prices and trade, upon 
the tariff revenues has hardly begun to be felt, but, before the end 
of the year, will become serious. Furthermore, some extraordinary 
payments, notably $3,000,000 for tobacco rebates, and $10,000,000 © 
for the Alabama awards,.are impending. 

Governor Cleveland’s message touches upon National topics very 
slightly, and he would have done better to have avoided them alto- 
gether. His principal complaint is that the existing policy “accumu- 
lates millions of useless and unnecessary surplus in the National 
Treasury,” whereas the truth is, that there has not been a single 
dollar of such accumulation since Mr. Sherman completed his prepa- 
ration for the resumption of specie payments January 1, 1879. The 
available cash balance, January 1, 1884, was $ 142,478,445, at, or very 
near which, and never varying from it except for short periods of 
time, it has been steadily kept for the last five years. Such a bal- 
ance may be too large, but there has been no recent increase in it, 
and so far the propositions made in Congress to reduce it have not 
received sufficient support to cause them to be enacted into laws. 
No considerable support has ever been given to them by the State 
of New York, and in this city the opinion of bankers is decidedly 
against them. There is no difficulty in reducing the accumulation 
at any time, when it may accord with the judgment of the Sec- 
retary of the Treasury to do so. He has only to call more bonds, 
of which there are $ 265,000,000 subject to call. But as yet there 
is no matured public opinion in favor of diminishing the coin re- 
serves held to secure the redemption of the greenbacks. 

The collapse, distinctly threatened for a year past, of the phenom- 
enal prosperity of the iron shipbuilding industry of Great Britain has 
at last come. It was the inevitable consequence of the over-produc- 
tion of iron steamships. Their having the markets of the world to 
operate in, and the business of the world to do, has not, it seems, 
prevented the collapse. They have enjoyed free trade in its most 
perfect practical development, not being discriminated against in car- 
rying the freights and passengers of countries which, in other re- 
spects, protect their home industries. It has been the freest of all 
trades, but in this case free trade has not proved the universal and 
unfailing panacea which the British doctrinazres hold it to be. The 
amount of property involved in the breaking down of the earning 
capacity of ships already built exceeds one thousand million dollars. 
The disaster to the industries directly and indirectly connected with 
the building of ships it would be impossible to estimate. 

The London LZconomizst, of December 15, says that since last Au- 
gust at least 4000 men and boys have been discharged from the 
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shipyards on the Clyde alone, and that “ week by week the process 
is being repeated in an increasing ratio.” The dependence of the 
British manufacturers of finished iron and steel upon the pros- 
perity of the iron and steel shipbuilding is very close, and the 
| Lconomist adds: 

| Altogether, so far as the trade of the north of England and of 
Scotland generally is concerned, the year 1883 will, we fear, close 
upon a very unsatisfactory and depressing prospect. 

The pension payments during the six months ending December 
31, 1883, were $30,741,553, as compared with $23,914,016 during the 
six months ending December 31, 1882. The total expenditures (in- 
cluding interest on the public debt, but not payments on the 
principal) were $127,570,101 during the six months ending Decem- 
ber 31, 1883, as compared with $129,951,328 during the six months 
ending December 31, 1882. The decrease in the interest payments 
was $ 3,455,342, but for which there would have been an increase in- 
stead of a decrease in the total expenditures. 

During the year 1883 the shares of all the English railways, ex- 
cept two, declined in market value. The aggregate of the fall was 
$ 58,595,000, or four and a-half per cent., and was in excess of all 
the dividends declared during the year. The Irish and Scotch 
railways remained about steady in market value. 

To the end of last November the new German gold coinage was 
1857 million marks, or $464,250,000. 

It is reported that the sub-committtee on pension appropriations, 
appointed by the House Committee on Appropriations, have come 
to the conclusion that the pension expenditures of the next fiscal 
year will be $70,000,000, and will be principally provided for by 
the $50,000,000 or $60,000,000 which they expect will be left over 
from the non-expenditure of money appropriated for the present 
year. All the official estimates hitherto made in respect to future 
| pension payments have proved so unreliable, that the country can- 
| not have much confidence in any estimates which are now made. 
| The London L£conomést of Decemcer 15, 1883, after indorsing the 
recommendation of the Director of our Mint that the coinage of 
silver dollars should be stopped, says: 















































As to the effect of the stoppage of the coinage of silver in the 
United States upon the market for that metal, it is enough to say 
that even for the silver market it would be better in the long 
run. 








The Economist takes the view that our continued coinage of silver 
dollars is “an artificial system which must inevitably produce some 
day a dead Jock and consequent disturbance.” 

It is said that the bill introduced into the United States Senate, 
by Mr. Hill, of Colorado, to erect a_ post-office building in every 
town in which the revenues are so large as to make the office a 
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Presidential appointment, and in which there is now no such build- 
ing, would call for a good deal of expenditure. Some estimates 
make it $20,000,000. It is replied to this, that it would make at 
least an equal saving, by getting rid of the rents now paid for hired 
buildings, which would be true, provided the Government did not 
erect or purchase more costly buildings than it is now paying rent 
for. We incline to think that if Congress pass a general law on the 
subject, it would impose a limit reducing the average cost of post- 
office buildings below what it is now. Under the present system, 
such buildings are authorized by special acts, and the members for 
the districts in which they are authorized, who have the tact, in- 
fluence, personal popularity among their fellow members, and good 
luck to secure appropriations at all, almost always contrive to secure 
large appropriations for the benefit and gratification of their constit- 
uents. A general law would be more closely watched, and would 
be likely to be more economical. There are obvious difficulties in 
devising a general law, which should adapt itself to all situations 
but it may be possible to overcome them. Senator Hill’s measure 
has one clear, undoubted, and important merit, which is, that it 
treats impartially all places yielding a certain amount of postal rev- 
enue, whereas appropriations as now made go, as kissings are said 
to, by favor. It is much better, at any rate, to spend $20,000,000 
on post-office buildings, than on a new navy, which is not needed 
for any other purposes than corruption and patronage, which would 
probably consist of nautical abortions from the start, and which 
would be sure to be superseded by new improvements in ships 
and armaments before any occasion for its practical employment 
will arise. 

The New York 7zmes, of January 15, prints a long interview with 
William H. Vanderbilt. The object of the reporter was to get his 
Opinions upon current railroad events, but Mr. Vanderbilt branched 
off into the following observations about the public debt: 

There are not securities enough, which the people have confidence 
in, to go round. The Government is paying off the debt too Kast. 
Such investments make people lovers of their country. 

No man can speak with the authority of a greater personal ex- 
perience, than Mr. Vanderbilt, upon the effect of holding Govern- 
ment bonds, in inspiring patriotic sentiments. 

In an interview published in the 7zmes of the fourteenth of last 
October, he said : 


There is one thing that I do not like to see, and that is the 
redemption of the Government bonds. Look at the bonds to-day. 
They are quoted at 120. I bought mine at 104. They ought not to 
be called in the way they are. The country should have a larger 
debt, and give every one who can an opportunity to buy. That is w hat 
adds strength to France. If a man can hold a bond, that makes 
a loyal and loving citizen of him, and too much cannot be done to 
make all men love their country. 
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All the persons opposed to further payments on the public debt 
are not also in favor of increasing it, as Mr. Vanderbilt avows him- 
self to be. But nothing is really more inevitable, than that the 
next step, if the reduction of the debt is once stopped, will be to 
make it larger. All experience proves it to be so. When financial 
budgets are arranged upon the general idea of an equilibrium be- 
tween receipts and expenditures, so as to have nothing wherewith 
to pay off old debts, occasions for what are called extraordinary 
expenditures will certainly arise to compel the creation of new debts. 
In the multifarious public affairs of a great country, extraordinary 
expenditures are very nearly as regular and permanent as ordinary 
ones. 

The enormous extent and marked prosperity of the banking 
operations of receiving deposits and loaning money in this metrop- 
olis, are shown from the official examination in December last of 
the thirteen (13) Trust Companies in New York and Brooklyn. 
Their aggregate net surplus, $ 13,598,511, is slightly in excess of their 
capital, which is $13,200,000. Ten (10) of these companies receive 
and hold deposits, which amount in the aggregate to $ 120,286,oI0, 
The business of Trust Companies has increased rapidly within the 
last half dozen years, although not so muth as the number and the 
extent of the operations of private bankers. New York will sur- 
pass London as a financial center in less time than is commonly 
supposed. 

A Washington correspondent of the New York 7rzbune says, that 
many leading Republicans insist that the issue of Treasury notes 
can have no constitutional warrant, except as a means of borrowing 
money, and that as the Government is not at present in need of 
money, Mr. Buckner’s project of now issuing more Treasury notes 
cannot be justified. He also says, that the same persons insist that 
the issue of National bank notes can be sustained upon no other 
ground than that of assisting the Government to borrow money, as 
the present method of their issue does assist by making a larger 
market for Government bonds, and that the National banking sys- 
tem will be unconstitutional, if the basis of the circulation of the 
banks is shifted from such bonds to foreign bonds, to railroad 
bonds, to the capital and general assets of the banks, or to any- 
thing else. To what extent such views prevail in Washington, we 
are not specially advised. 

Mr. Randall, as Chairman of the House Committee on Appropria- 
tions, has made and submitted to the Committee careful estimates 
of his own, in reference to past and future payments under the 
Arrears of Pensions Act, which are accepted in Washington as more 
reliable than any which the country has yet had. Mr. Randall’s 
conclusions are: 
1.-That to June 30, 1883, there had been paid $ 130,013,646 under 
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the Arrears Act, excluding certain arrears which would have been 
payable if that Act had never been passed. 

2. That there are pending 148,000 claims under the Arrears Act, 
of which sixty per cent. will probably be allowed, averaging $ 1200 
per case, and calling for a total expenditure of $ 106,560,000. 

3. That in all ways, including the placing upon the pension rolls 
of the names of persons who would not have applied for pensions 
except for the purpose of obtaining arrears, the total cost, past and 
future, of the Arrears Act, may be estimated at $254,739,381. 

4. That under existing legislation the total roll of pensions will 
be brought up to 425,900, calling for $44,000,000 annually, independ- 
ently of arrears. 

It is quite certain, however, that new laws will be passed, increas- 
ing the pension rolls, and the additions may possibly be of great 
magnitude. The chance is more than an even one, that this Congress 
will vote pensions to the surviving soldiers of the Mexican War. 
Until we are sure that the bottom of this pension business is 
reached, the greatest caution should be observed in dealing with 
propositions to reduce the revenues, which are sure to fall off 
from the depression in business. 

The Mark Lane Express, of January 7, says the present price of 
wheat in London is below the cost of its production in England, 
which is not true independently of the question of rent. The price 
of wheat in so densely populated a country will always exceed the 
cost of production, but if the excess becomes small, the owners of 
als must reduce their rentals correspondingly. 

Low as the London price of wheat now is, the ELxfress believes 
it must go lower, in consequence of the new competition of India 
the Argentine Confederation, Australia, and the Canadian North- 
West, and of the increased railroad facilities for bringing Russian 
and Indian wheat to the seaboard for shipment. Upon the whole 
case it declares that. “if there is any logical or economic bottom 
limit to the price at which wheat can be sold in British markets, 
it has not yet been reached.” 

It has been apparent for some time that the idea of basing the 
financial and economical prosperity of the United States upon ex- 
porting wheat to Europe, was the idlest of fancies. Experience has 
shown that the periods during which such exports have been 
profitable, have been exceptional and short, and all recent events 
have tended to diminish, rather than increase, the probability that 
they will be more profitable in the future. The areas in which the 
soil and climate are adapted to wheat are almost illimitable, and 
the cheapening of ocean freights from the use of steam and the 
construction of larger ships, is constantly bringing all the wheat 
fields of the world practically nearer to Western Europe. The 
prospects of American wheat growers would be truly gloomy if 
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they had nothing to rely upon for the future except foreign mark- 
ets, in which they must encounter the competition of Indian ryots 
and Russian serfs. Their permanent reliance for prices which will 
give value to their lands and also enable them to pay fair wages 
to laborers, must be upon the home market, which can be in- 
definitely enlarged by the multiplication of mining and manufac- 
turing industries. 


SMALL CIRCULATING NOTES. 


Of all the questions involved in the policy of suppressing small 
bills, which is proposed by the interests represented in the Union 
League Club of the City of New York, the one most transcendent 
in importance, and completely overshadowing all others, is the 
question of its effect upon the total volume of money; or, in 
other words, its effect upon the prices of property, and the rela- 
tion of debtors and creditors, both of which, other things being the 
same, depend absolutely upon the quantity of the monetary circu- 
lation. 

It is established by a long experience, and is one of the uni- 
versally admitted facts of the case, that to the extent that notes 
are introduced into the currency, they will be preferred in common 
use, from their greater convenience, to coins of the same value, 
and that, therefore, the amount of paper which can be kept afloat 
at a parity with coin increases in proportion as the denomina- 
tions of paper are lowered, and thereby fitted to occupy the 
smaller channels of circulation. Or, in other words, it is agreed 
on all hands that the extent to which the total volume of money 
can be enlarged by the addition of paper kept at the specie stand- 
ard, is greater if small notes are issued, than it can be without 
their employment. It is thus true that the consideration cf the 
quantity of toney is necessarily involved in the question of 
authorizing or prohibiting the use of small notes, and it is natural 
that the sides of that question which will be taken by different 
persons and different interests, will largely depend upon whether 
they prefer an enlarged currency or a restricted one. 

It will be convenient here to notice that the total volume of 
money which will be enlarged by the use of small notes will ulti- 
mately be, not exclusively the volume of money in the country 
using such notes, but its volume in all countries whose currencies 
are at the metallic standard. It being admitted that there are 
financial laws which control the distribution among different 
countries of the total mass of money kept at that standard, noth- 
ing is more certain than that, in the words of Condy Raguet 
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(Currency and Banking, 1839), “every emission of a paper currency 
in any country must augment the currency everywhere, after time 
has been afforded for its distribution.” It is, of course, equally 
true that every withdrawal of paper currency in any country must 
diminish the currency everywhere, after the lapse of time necessary 
to effect the same proportional distribution between different 
countries of the total money as had previously existed. Thus, if 
the new scheme of the Union League Club of the City is carried 
out, and the $ 413,659,435 of greenbacks and bank notes below the 
denomination of $20, :n circulation October 31, 1882, are called in 
and destroyed, the currency of this country would not be reduced 
by that great sum, or by any near approximation to it. $ 413,659,- 
435 is roughly one-third of our whole money, and as the work of 
withdrawing it made progress our currency would become deficient 
relatively to the currencies of the world, and the consequent fall of 
our prices relatively to those of the world would cause coin to flow 
in until the old equilibrium was restored at a lower level. 

The delusion once prevailed that the circulation of notes actually 
convertible into coin produced no effect in the way of reducing the 
value or purchasing power of money, and of raising the prices of 
commodities. This doctrine was laid down in formal terms by 
Adam Smith (1775-6), and was scarcely challenged during the next 
generation. As stated in his own language, this current theory of 
his own, and of his times, was: 

A paper money, payable upon demand, and, in fact, always readily 
paid as soon as presented, is in every respect equal in value to 
gold and silver money, since gold and silver can at any time be 
had for it. Whatever is either bought or sold for such paper must 
necessarily be bought or sold as cheap as it would have been for 
gold or silver. 

Mankind now understand that when a new paper convertible 
money is added to an old coin money, the paper, although having 
the same value as the coin has after the addition is made, does 
not have the same value as the coin had before the addition was 
made, inasmuch as the aggregate volume of the currency, and con- 
sequently its relative proportion to the mass of other things, will 
have been increased to the extent of the addition. But Adam 
Smith had no conception of the real nature and source of the 
value of money, which is nothing else than the limitation of its 
quantity as compared with other things. He supposed, on the con- 
trary, that the value of gold and silver was determined by the 
labor cost of their production, and if that was true he would have 
been right in believing that the value of gold and silver money 
would not be changed by supplementing it by paper money, inas- 
much as no addition of paper does or can affect the amount of 
labor involved in mining the metals. His doctrines on that sub- 
ject have been long exploded and abandoned, and it is not now 
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doubted in either Europe or America, that paper additions to the 
total volume of money reduce its value and raise the prices of 
property of all kinds. 

It is an inopportune time for the suppression of any part of 
the monetary circulation of the commercial world. Silver has been 
recently demonetized in some countries, and its right of coinage 
either restricted or wholly denied in other countries, and at the 
same time the consumption of gold in the arts is gaining so rap- 
idly upon the production of that metal, that the whole yield of 
the mines of it will soon be diverted from monetary uses. The 
shrinkage of prices within recent years, and still continuing, is a 
fact recognized on all sides, whatever disagreement there may be as 
to either the degree of the shrinkage or all the causes which may 
have contributed to it. The demonetization of paper by the sup- 
pression of notes which have been in actual monetary use, has pre- 
cisely the same effect upon the aggregate volume of money as the 
demonetization of silver. 

While we have in this country persons and interests which are 
urging the destruction of existing paper money, we see efforts in 
Great Britain and France, the two chief commercial countries of 
Europe, to increase the present amount of circulating notes, which 
is a change much more suitable to the circumstances of this peril- 
ous and alarming period of shrinking money, falling prices, and de- 
pressed industries. 

In France, the bank notes of the denomination of fifty francs 
($10) have been increased from $2,075,160 on the twenty-ninth of 
January, 1880, to $47,251,490 on the twenty-fifth of January, 1883. 
Furthermore, the excess of the outstanding notes of the Bank of 
France above the coin in its vaults, which excess measures the ad- 
dition made by bank notes to the total volume of French money, 
which was only $21,240,000 in October, 1879, was raised to $175,- 
130,000 in October, 1881, and is now about $200,000,000. Both 
these changes, the enlargement. of the issue of fifty franc notes and 
the increase of the total quantity of the paper issues, were dictated 
to the bank by the Government, as appears from the declaration of 
the Finance Minister in the Chamber of Deputies, in December, 
1880, and the purpose of the changes was stated to be a counterac- 
tion of the constriction of metallic money, caused by various cir- 
cumstances and intensified by the return of Italy to specie pay- 
ments. 

In Great Britain there has been no actual new legislation, but 
discussions have been active, in and out of Parliament, in respect 
to enlarging the fixed issues of paper generally in that country, and 
of removing the existing prohibition upon the circulation of £1 
notes in England and Wales. It is not certain that there will be any 
new legislation in that country, inasmuch as the interests in favor 
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of narrowing money, loweiing prices and thus aggrandizing the 
position of the creditor and income classes, are exceedingly powerful 
in England. But the case for relief which is presented there is a 
very strong one. The issue of paper not based upon gold was 
fixed in 1844 at $160.000,000 by Peel’s Bank Act, and has not been 
increased since. In fact, under certain peculiar provisions of that 
Act, it has rather diminished, being now about $157,000,000. The 
theory of the Act was to have the fixed issue sufficiently below the 
minimum to which notes retained in circulation and not presented 
for redemption could by any reasonable possibility fall, and it is al- 
together plain that if the figure of the fixed issue of 1844 was a cor- 
rect one, it ought now, in view of the enlarged population and still 
more enlarged trade, exchanges and wealth of Great Britain, to be 
very much increased, even if the prohibition of £1 notes in England 
is retained. But, of course, if £1 notes are permitted in the cir- 
culation of England and Wales, which contain three-fourths of the 
population of the United Kingdom, the total amount of notes 
which can be relied upon as always to remain in use and not to 
be presented for redemption, will be larger. It is the plan of the 
member ( William Fowler) of the House of Commons, who moved 
resolutions (May 28, 1882) looking to an issue of £1 notes, to 
increase the fixed issue by the sum of £ 25,000,000, or $ 125,000,000, 
although he declares his own opinion to be that £1 notes would 
displace £ 50,000,000 of the sovereigns and half sovereigns now em- 
ployed in the actual monetary circulation. 

The effect of the British adherence thus far to the amount of 
the paper issue, as fixed in 1844, has been to compel Great Britain 
to draw gold from other parts of the world to supply the entire 
addition to its currency which has been required by the growth 
of its population, exchanges and wealth during the past forty years. 
In 1844 the total gold money in the United Kingdom, in and out 
of the banks, was estimated at only forty millions sterling. The 
Encyclopedia Britannica (edition of 1860), after the great outturn 
of the California and Australian mines, estimated it then at from 
seventy to seventy-five millions sterling, and it is now estimated 
at one hundred and twenty millions sterling. If these figures are 
correct Great Britain has absorbed eighty millions sterling, or 
$ 400,009,000 of gold, in the necessary expansion of its currency, as 
a consequence of the policy of keeping its paper issues stationary 
since 1844.* The theory upon which their amount was then deter- 

* The substantial accuracy of an estimate of an increase of £ 80,000,000 in the British gold 
currercy within forty years, is confirmed by the following extract from a letter appearing in 
the London Tymes of May 7, 1883, from Mr. Goschen, who is a very high authority in re- 
spect to the facts of British banking and money: - \ 


““More gold has been required to meet the wants of an increasing population and an in- 
creased balance of transactions in all gold-using countries. No evidence is before us to prove 
that a fresh development of banking expedients has to such an extent further economized 
the use of gold, as to neutralize the normal rate of increase. On the contrary, it is be- 
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mined clearly required that it should be increased fard passu with 
the capacity of the country to absorb and float circulating paper. 

That there was no movement until recently for an enlargement 
of the British fixed paper issue may probably be ascribed to the 
fact that the growth of British population and trade during this 
generation, sometimes attributed erroneously to the free-trade policy 
of England, really dates from and was principally caused by the 
gold discoveries in California and Australia. Under that tempo- 
rarily excessive supply of metallic money for the commercial 
world, causing a rise of prices which culminated about 1865, an 
agitation for more paper money in England was, for the time being, 
inopportune. But, now that a constriction of gold is felt there 
and in all commercial countries, the attention of Englishmen is 
naturally directed to the fact that their paper issue is no larger 
than it was forty years ago, although it was then fixed at a very 
low figure. 

The policy of circulating small bills has always prevailed in all 
parts of this country, and they have been issued of as small a de- 
nomination as $1 in the States using the most important amounts 
of currency. To change this policy will be an innovation upon a 
long-established practice, and must cause a_ positive contraction 
of the existing volume of money. In that particular the question 
presents a very different aspect in the United States from that which 
it presents in England, where it is proposed to issue £1 notes, which 
have not been known in use for fifty-five years. 

In the report of the Committee of the Union League Club, the 
following statement is made: 


‘Inasmuch as the small bills issued by the Government were re- 
sorted to solely as a measure of war, none of the objections made 
by either creditors or debtors to important changes in the currency 
can be justly urged against the exclusion of such bills in a time 
of peace. It was-expressly implied in the Act for their issue that 
they were temporary in their character, and were to be withdrawn 
when the war terminated. The matter comes up, therefore, free 
from all embarrassment of this description.” 

Persons having no other sources of information would be led by 
this report to believe that the use of small bills was unknown in 
this country before the Civil War, and that the Act of Congress 
then passed for the issue of greenbacks provided for only “small 
| greenback | bills,” and that it was “expressly implied,” whatever 
that may mean, that these “small bills,” created for the first time 
under the exigencies of war, should “be withdrawn when the war 
dieved that in England alone the gold circulation has grown by £20,000,000 within ten 
years, 

The last ten years cover a period of falling prices and constricted currency in England, 


and the additions to the gold of that country were doubtless at a less rate than during 
the preceding twenty-three years which followed the California and Australian mining d s- 


coveries. 
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terminated.” In fact, by neither of the laws passed during the 
Civil War affecting the paper currency—the law creating greenbacks, 
the law establishing the National banking system, or the law tax- 
ing State bank notes out of circulation—was any change made by 
Congress in the denominations of the current paper money. What 
was done was to transfer the issue of it from State institutions, 
partly to the National Treasury and partly to banks created and 
regulated by the National authority. Instead of its being true that 
small bills “ were resorted to solely as a measure of war,” they have 
existed’ in this country at all times, in peace as well as in war, since 
the beginning of this century. 

In the United States Senate, February 15, 1878, the pending biil 
being the silver dollar coinage bill, Mr. Kernan, of New York, 
moved’ to amend it by providing that the silver dollars should be 
exchanged for the one dollar and two dollar greenbacks, and that 
these latter should be canceled. In onposition to that, Mr. Blaine 
said : 

The point involved is the abolition of one and two dollar notes. 
I do not believe the people of the United States will ever agree 
to that, specie payment or no specie payment, silver or gold. They 
want the one and two dollar bills. They are a great convenience, 
and I do not believe they will ever be dispensed with. I am opposed 
to retiring any of these bills. 

As already noticed, the effect upon the volume of the currency, 
and consequently upon the general range of prices, and upon the 
relations of creditors and debtors, is one of the most important 
and most vitally interesting questions connected with issuing, or 
prohibiting the issue of, circulating notes of small denominations. 
The only allusion to it, however, in the report of the Union 
League Club Committee, is in the paragraph last quoted from it. 
Not only is it not conceivable that they overlooked it, but it is not 
doubtful that it constitutes the primary and main motive for their 
proposition to revolutionize the paper-money system of this country. 
They admit that what they propose is “an important change in the 
currency,’ and one which might be justly objected to from the 
point of view of the relation between creditors and debtors, ex- 
cept tor what they mistake for a fact, but which is the farthest 
possible from being a fact, that small bills originated during the 
civil war, and with an “expressly implied understanding between 
all parties and interests that they were “temporary in their charac- 
ter,’ and “to be withdrawn when the war terminated.” The un- 
derstanding to be implied from the real facts of this case seem to 
be the exact reverse of that assumed by the Committee of the 
Union League Club. The metals having been supplemented during 
our whole National existence by convertible paper of as low a de- 
nomination as our monetary unit, the total volume of currency hav- 
ing thereby been sensibly enlarged, and al! existing public and _ pri- 
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vate contracts to pay money—which are enormous in magnitude, and 
many of which extend over long periods of time—having been en- 
tered into in reference to such a scale of prices as results from a 
currency of the metals expanded by such an addition of paper, 
there is the strongest possible implication of an understanding 
among all concerned, and between the Government and the citi- 
zens, that the currency shall not, except under some overwhelming 
necessity, be narrowed and constricted by the destruction of the 
whole or any material portion of the paper addition. To claim the 
existence of such an understanding as that, is only to claim the 
benefit of the rule of the English common law, which has been 
justly said to be the perfection of human reason, that parties shall 
be presumed to have promised what, under the proved circum- 
stances of a case, they ought in good conscience to have promised. 

It is the chief reason for insisting upon the coinage of silver that 
it will tend to maintain the volume of metallic money at its old 
relation of quantity to the quantity of other things, the stability 
of which relation is essential to justice as between persons and 
classes of persons, and no sensible narrowing of which ever has oc- 
curred or can occur without the worst commercial and industrial 
disasters. The reason is identical in character, and equally strong, 
for insisting upon continuing the circulation of paper which has, 
in fact, constituted a part of the total money of any country, 
and also for increasing the circulation of paper, by any method 
which is within the restrictions of sound principle, whenever, 
by reason of a deficient supply of the metals, such an increase 
is clearly necessary to preserve the sfafvs guo as respects prices 
and the equity of contracts to pay money. 

GEO. M. WESTON. 


DEBASED CHINESE MOoONEY.—A China correspondent of the Philadelphia 
Press writes: ‘*The money question is even more complicated here than 
in Japan. Mexican dollars are also the standard here, but the Chinese have 
no coins or script of their own. The result is that the coins of other 
nations are current, rendering money transactions sadly involved. The coins 
in commonest circulation are those of America, Japan, the English settle- 
ment of Hong Kong, and the Straits settlement. The most absurd of all 
the coins are the cash, about 1100 of which go to make np a Mexican 
dollar. As the Mexican dollar is about 10 per cent. less valuable than the 
American dollar, some idea of the intrinsic value of one of these ‘‘ cash’ 
may be had. The cash are threaded together, one hundred or more to a 
string. ‘len cents worth of them makes a good load for a pocket, and 
with two or three pockets full a person may scatter fees everywhere he 
goes all day long in the most princely style without materially depleting 
his resources. There is a poor quality of cash sold for 40 or 50 per 
cent. of their face value. These are designed for bestowal upon the street 
beggars, and are so brittle that they break easily in handling 
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POLITICAL ECONOMY IN GERMANY. 


[CONTINUED FROM THE JANUARY NUMBEK.] 


Il. Morality and polttical economy.—Mr. Schiénberg appears to bes 
lieve that he and his friends have invented this conjunction, but 
the reader knows this is an anachronism; this conjunction was 
made before the learned professor of Tiibingen had come into the 
world; what is new is the vagueness of the expressions. Mr. Schén- 
berg wishes that “morality may be realized in the Volkswirthschaft.” 
If this word of double meaning here signifies political economy, it 
only expresses a truism or nonsense. It is a truism, if the mean- 
ing is that physics must not be contrary to mathematics; it is 
nonsense, if it is desired to realize physics in mathematics. But, 
if the word Volkswirthschaft signifies the condition of a country, 
the question belongs to the domain of politico-administrative art. 
We simple people, as are the liberals, have thought that the con-. 
nection between morality and political economy warned personal 
interest to be so moderated as to satisfy the social interest, love 
of the neighbor, and other virtues. The new school wants man to 
come into the world so endowed with morality that it fills him en- 
tirely, and it is only after having received permission that he will 
dare to have a little bit of personal interest, just enough to pre- 
vent him dying of hunger. All this is not serious; we can study 
nothing without analyzing it, political economy by itself and moral- 
ity by itself, and when we have got to the bottom of both, we may 
mix them for the application. 

III. Zhe State and the Volkswirthschaft (in the sense of the 
situation of a country). Political economy is charged with the de- 
termination of the relations that must exist between the State 
and the economic movement, relations very difficult to fix rigidly. 
So far we agree. The author shows that there are two economic 
schools, one liberal, the other authoritative, and states that one al- 
lows the State a minimum, the other a maximum, of the right of 
intervention. This is a truth not unknown to M. de la Palisse; let 
us try to get a deeper understanding of the differences. The 
authoritative school, which calls itself “realist,” is under the influ- 
ence of mystic ideas, considering the State at once as a union of 
all the individuals forming the nation, and as something above and 
beyond with its own proper mission: “It is the representative 
( Trager) of the ideas and moral efforts of the nation, the guardian 
of justice, humanity, and of the progress of civilization;” conse- 
quently it may have charge of many things. But a distinction 
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must be made between the things committed to it without any 
rhetoric, and those committed with sonorous phrases; in other 
words, the State has a rational task—a task more or less under- 
stood—and its mystic mission, which is a matter of faith. What, 
then, are the fundamental (rational) functions of the State? The 
author enumerates them as follows: 

1. To establish the essential conditions for the peaceful, free, and 
"economically the best exercise of every individual’s activity, namely: 
I, security of person and fortune; without security there are neither 
labor, fortune, nor new enterprises; 2, administration of justice, 
without which there can be no business, exchange nor credit; 3, 
economic legislation for regulating the things belonging to the do- 
main of law. 

2. To watch our intellectual culture and morality. To organize 
the public education, science and the arts, to protect the church 
and religion, etc. 

3. To watch over the public health. 

4. Public assistance. It must take care of the poor and _ infirm, 
keep an eye on guardianship affairs. 

5. “Direct collaboration in economic production.” I like these 
short propositions very much, because the idea is comprehended 
more easily, and the error it may embody is quickly detected. You 
think, perhaps, that this proposition means that the State is to 
collaborate in your work or in that of your fellow citizens? You 
are mistaken; the author alludes merely to the State becoming a 
contractor, constructing canals and railroads, manufacturing uniforms 
and arms for the army, etc. The author adds that these enter- 
prises may vary in different countries; they do not therefore con- 
stitute fundamental functions of the State. 

6. Encouragements to agriculture, industry, commerce, either by 
subventions or in some other way. 

7. The management of its own economy: that is, the State must 
procure the material objects needed by the administration. Does the 
author refer to the articles for office use, to fuel, perhaps to the 
fodder consumed by the army horses? In any case this No. 7 is 
not as important as the other numbers. 

Such is, according to Mr. Schénberg, the State’s task; with some 
corrections and reductions I can admit it, for my part; excepting 
one or two points it is a question of measure and judgment, de- 
pending partly upon the temperament of the person judging, and 
partly upon circumstances. There should be no discussion theo- 
retically about the greater or less amount, but only about each ap- 
plication at the moment of acting. When the author comes to de- 
velop the State’s mission, he falls into mysticism; we see an ab- 
stract State arise, I might say the shadow of a State, which, by its 
intervention, raises the people into the regions of morality and vir- 
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tue. Has any one yet seen this abstract State that is not composed 
of a multitude of citizens organized politically? Certainly we are 
all of the opinion that man, society, humanity must progress mor- 
ally and intellectually, we all acknowledge that material interests 
are not the only interests, and even that they should not take the 
lead of moral interests . . . I will .admit all that you can say 
in this direction. But because selfishness must be _ restrained, it 
does not follow that an economic science can be created other 
than that answering to human nature. You claim to invent a sci- 
ence of observation outside of, and in spite of facts. You may 
write in your books all you please; neither pen nor paper refuses; 
but you are composing poetry and not prose, and your ideas are so 
little clear that you—confessed, seekers after “the ideal ”—call your- 
selves realists, and you class us as idealists, reproaching us for not 
seeking the ideal good.* 

After Mr. Schénberg’s chapter we have two by Mr. de Scheel, 
one giving a sketch of the history of political economy, the other 
on socialism and communism. Space does not allow us to ana- 
lyze these two chapters. The first—if we assume.the author's 
point of view—is very well done. The author is strongly imbued 
with ‘socialism, but he has become more moderate since leaving 
Berne. I should have more than one criticism or reservation to 
make, but it would be repeating things already said, or encroach- 
ing upon future discussions. I should like to devote the space 
left me to the chapter by Mr. Fr. J. Neumann (of Tiibingen) on 


“the fundamental principles of political economy.” Still I must - 


limit myself, and only examine now the section entitled: The task 
of political economy, for we shall find the principles with their de- 
velopments in the following chapters. 


Mr. Neumann has a singular way of presenting his science; far 
from making the most of it, he only speaks of it with contempt. 
This is how he defines it: “The theory of the relations between 
men that arise from selfishness, and of the relations of economic 
things with the general good and public authority” (p. 116). Thus 
economics is the theory of Sedfshness; this is going very far, most 
of his colleagues confine themselves to saying: theory of Aersonal 
interest, an expression generally considered as less severe and more 
just. But Mr. Neumann has his reasons. First, he defines econ- 
omic things; they are not only (1) material objects; they are also 
(2) services, and (3) rights; they are all things in relation to 
which individual interests may be in conflict. Selfishness would 
therefore be “an individual interest in conflict with other interests.” 
This is a soothing definition, but we shall see what the author will 
draw from it or rather with what facility he will forget it. He 


* The sciences of observation never have the happiness of meeting with the ideal; they 
perceive only real things. 


38 
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applies his definition to the three kinds of economic things that 
have just been mentioned. Man, he says, often acquires personal 
gifts (qualities ) without knowing it, or at least without any effort; 
such are modesty, piety, etc.; he may also acquire some by the 
power of his will, and without there being the least antagonism 
with any other interest: such would be learning, skill, flexibility (?). 
It is otherwise finally with economic things, especially with material 
objects; these objects have this in particular, that it is in our nature 
to need them, we must have them. We are free to acquire or not — 
“personal gifts,” moral or intellectual ones, but the material things 
are a condition of our existence. Also, if the acquisition of per- 
sonal gifts occasions no conflict, rarely are material things pro- 
cured without a divergence of interests. These conflicts, to put it 
in a word, are settled by exchange, by acquisition for a considera- 
tion, by buying and selling, and the objects, services, pecuniary or 
rights, bought or sold, are economic objects, and the fixing of the 
price is the cause of the conflict. 

Selfishness is the generator of this conflict, and the theory of 
this selfishness may give rise to a particular science, because its 
manifestations are always the same in similar cases, so that it was 
right to speak of economic laws (see below). But precisely be- 
cause the action of selfishness is permanent, the intervention of 
public authority is justified. “It is not enough that selfishness is 
restrained in man by the sense of duty; this sense must also be 
sustained by the representatives of ‘the moral idea’ which are called 
State, commerce, church, etc., and this support is only realized by 
restricting the manifestations of selfishness.” It is to justify legal 
and administrative restrictions that the word selfishness is used by 
preference. Man is born with bad instincts, the state with good 
ones, the bad instincts must be mastered by the good. The social- 
ists of the chair confine themselves to putting as an axiom, as a 
postulate, that the State represents justice and morality: it is deny- 
ing history, however. But the argument has need of it, that is 
enough. I resume the course of the author’s reasoning. The mani- 
festations of selfishness and the measures taken to put a restraint 
upon them have always been the subject treated by political econ- 
omy, and the author approves of this delimitation of the economic 
domain, for if it were desired to extend it to the acquisition of vir- 
tues and personal qualities, thoughts on- psychology, pedagogy, etc., 
would have to be mixed with the theory of economic things. This 
time it is my turn to approve of the restriction; I like the sci- 
ences free from all mixture. Mr. Neumann excuses himself for 
speaking of such mean things, making variations on Senior’s say- 
ing, that to write on war is not exactly to recommend war, and in 
these variations there is more than one proposition that I willingly 
accept, but the whole is so vague that I begin to hesitate again. 
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Further on Mr. Neumann feels obliged to revert to selfishness 
and makes distinctions that I must notice. Let us recall first that 
the author (p. 109, note 11) considered the English were happv in 
having a language, in which every word has its twin or double: 
tncome and revenue, wealth and presperity, etc. Well, the Germans 
enjoy the same advantage, for whenever they are suffering from a 
dearth of expressions, they borrow some without shame from their 
neighbors. I have unfortunately only two words at my disposal; I 
will nevertheless indicate the distinctions made by the author: 

1 Personal interest is what induces man to take care of his own 
affairs, without any good or bad acceptation. 

2. Selfishness is what incites man to assert his interest in the 
face of the interests of others, for example by buying an object, 
or by bargaining for a salary, a contract, or by passing a competi- 
tive examination. 

3. Selfishness of the second power is that which exceeds the 
limits set by equity. 

It seems to me that Nos. 1 and 2 may very well be put to- 
gether; it is another case of hairsplitting; the author recognizes 
himself that No. 2 is legitimate; he shows even, p. 120, that sel- 
fishness is a better agent of production, assures the general wel- 
fare better than devotion. Naturally he insists on the necessity of 
restraining the excesses of selfishness, which leads him to consider 
as a restraint or a limitation of individual activity the common 
services undertaken or administered by the state, roads, education, 
and state aid; but the author is conscious that these public enter- 
‘prises often present great difficulties, and, moreover, that it is not 
easy to say how many of these services should be managed by the 
state. There is also the question of the part to be imposed on 
every one. Should a service rendered by the state be paid for in 
proportion to the utility that the taxpayer derives from it, or must 
the tax be proportioned to the tax-payer’s fortune; for example, 
-‘must it be said: 1. You will pay so much per 1Ioo litres of water, 
or, 2. You shall have water for a sum amounting to ten per cent. 
of your rent? The chicken might thus be plucked without making 
it cry out, that is, wealthy people would be relieved of as much 
as possible of their fortune, “sacrifices’’ would be imposed upon 
them without entirely discouraging them, and that not with a view 
to justice, but in the interest of the less wealthy classes. It is in 
our day: especially, when fortunes become more and more unequal 
(neither Mr. Neumann nor any other socialist has ever proved this 
‘assertion ), that this regulating intervention is incumbent on the 
state; the state, it is declared ex cathedra, should correct the dis- 
tribution that the nature of things left to itself produces. 

O. A. BIERSTADT. 
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THE CURRENCY QUESTION. 


The following plan for a bank currency is from George A. But- 
ler, Cashier of the National Tradesmen’s Bank of New Haven, 
Conn. It is substantially the same as that suggested by him at the 
Bankers’ Convention in 1880: 


There are three conditions which should attend the issuing of 
paper money. These conditions are so important and necessary that 
they should be rigidly adhered to. 

ist. All paper money should be convertible into specie at the will 
of the holder. 

2d. The maximum amount of paper that may be issued should 
be an arbitrary one, and should be fixed by law. The amount should 
not exceed one-half the amount of the money of the country. 

3d. Notes of the smaller denominations should be prohibited, un- 
less such notes are fully covered by coin, and the coin held as a 
special reserve against the notes. 

These conditions are indispensable to a good system’ of paper 
money. 

It is sO apparent and so generally admitted that convertibility is 
not only a desirable but a necessary condition that we may accept 
it as such without discussion. 

The doctrine, that the maximum amount of paper money that 
may be issued should be a fixed one, is not so generally conceded, 
but I think that I shall not greatly err in saying that it is held 
by many of the best thinkers and students of monetary science, 
and I believe that it may well cause surprise that any should ques- 
tion it. It is, I confidently believe, the only way by which paper 
money can be issued without liability to excessive issues. This 
doctrine is the fundamental principle of the currency of England. 
Those who have studied the “ Bullion Report” will readily admit 
that any other conclusion is hardly possible; and those who have 
studied the history of paper money in this country will have seen 
this truth brought out very many times. It is only fair to say that 
it is a debatable question whether the currency of England is not 
frequently inflated, even under this rule. If such should be the 
case, the inflation is caused by reason that the Bank of England is 
obliged to accept all gold that may be brought to it, whether in coin 
or bullion, and to issue notes for the same. It is undoubtedly 
true that the expansions and contractions of the bank-note circula- 
tion must be more frequent and more rapid under this provision 
of the “Bank Act” than they would be if the bank was not obliged 
to receive bullion. Whether the expansions and contractions are 
sufficiently great and prolonged to affect prices I am unable to say. 
The chances are that it may be so, and that this provision of the 
“Bank Act” is objectionable. 

While there should not be a paper currency which is not con- 
vertible into specie on demand, convertibility without a limitation 
of the amount of paper that may be issued will not prevent infla- 
tion. Convertibility alone will arrest inflation when it has proceeded 
so far as to cause a rise in price to such an extent as to create 
an unfavorable condition of exchange. It is at this point only 
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that convertibility becomes an active principle in the finances of a 
country; until a rise in prices has taken place, the principle of con- 
vertibility lies dormant, because there are not present the conditions 
‘necessary to activity. When a rise in prices does occur it becomes 
an active principle and a controlling power, not only checking 
further expansion of the paper circulation, but going much farther, 
and materially contracting the amount of the same. 

The prohibition of small notes unless they are fully covered by 
coin is in accord with the best economic and financial thought of 
the age. It may fairly be said to be the cardinal principle of the 
currency systems of the leading nations of Europe. 

The object to be attained by the prohibition of small notes is 
the accumulation in the country of a considerable amount of 
specie which shall be in the pockets of the people. The wisdom 
of having such a fund of specie will be seen in the fact that it will 
constitute the movable specie of the country, and the only fund 
from which the banks can draw to replenish their reserves. Also 
that it will largely be in the hands of people who would use it for 
their current expenses, making it active and flexible in its character 
and movements. 

A further consideration is that people of small means would 
have in their possession only metallic money, and thus not be ex- 
posed to loss from any re: among the banks. This would be 
an important consideration under the old forms of bank notes, but 
is of little moment under a system of paper money such as is here 
proposed. 

I contend that these three conditions should attend the issue of 
paper money. They are fundamental principles, and they should 
not be lost sight of. A system of paper money not based on 
these principles is unsound at its foundation and must be vicious 
in its operations, although for a time its weakness may not readily 
be perceptible on account of the insidious working of the poison 
contained therein. 

Having laid down the principles which should be the basis of a 
- paper currency, the next thing in order is to see if this country can 
have a paper currency based on these principles. 

Evolution, not special creation, is now said to be the order of 
the universe. It should be true of banking and currency. We 
should not try to invent or create something new, but we should 
apply well-known principles to that which we have, and out of it 
evolve that which is best calculated to satisfy the conditions, and 
meet the necessities of the present time. In the National banking 
system we have an excellent foundation on which to build. Nay, 
more, we have not only the foundation, but a superstructure which 
requires but little change and addition to make it all that could 
be: desired. We may easily make some changes in it which will 
bring it into harmony with the principies which I have men- 
tioned, thus adding to it symmetry and strength, and thereby to 
its usefulness, and giving to it a solidity and permanency which 
shall be the more assured with each passing year. 

The changes necessary to put the currency question where it will 
cease to be a constant and irritating cause of distrust and disturb- 
ance in the affairs of the country, are few in number, and can 
easily be made, and when made and the system well in operation 
will give the country a currency which will be far better than any 
it has ever had, and equal to any in the world, one which will grow 
stronger with time and the growth of the country. 
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ist. Repeal the clause of the National Banking Act which re- 
quires a deposit of Government bonds to secure the circulation. 

2d. To begin with, fix the maximum amount of notes that 
may be issued at the sum total of the legal-tender notes and the 
National-bank notes now in circulation, and as the volume of the 
bank notes increases, retire an equal amount of the legal-tender 
notes. 

3d. Prohibit the issue of notes below the denomination of ten 
dollars, unless they are fully covered by coin, and the coin held 
as a special reserve against the notes. 

4th. Issue notes to the banks for only eighty per cent. of the 
paid up capital. 

sth. Require the banks to keep at the Redemption Agencv, 
twenty-five per cent. of their circulation in coin, as a reserve against 
the notes, and relieve the banks from the necessity of redeeming 
their notes at their own counters. 

From an economic point of view we should then have a system 
of banking and currency far superior to any which the country has 
ever had and, I doubt not, second to none in the world. It would 
embrace every required principle of. sound economics. Anything 
further that may be demanded or needed comes under the head of 
prudential, not economic considerations. 

It may be urged against this plan that in so large a country 
it would not be possible to prevent excessive issues under a general 
banking law. Upon consideration the objection at once disappears. 
This plan provides for the establishment of the maximum amount 
of paper that may be issued. The manner of regulating the appor- 
tionment of the circulation is a matter of detail which can easily 
be arranged. At this point it may be well to say that, the issuing 
of paper money is not a right inherent in the Government or in 
the banks. The general Government has no right to issue paper 
money in any form, and in doing so commits as gross a violation 
of the Constitution as it would in enacting a law which would 
generally confiscate private property. Any one at all familiar with 
the history of the formation of the Government is well aware that 
the “Articles of Confederation,” provided that the Government 
might emit bills of credit, and that the original drafts of the pres- 
ent Constitution contained this clause, “to borrow money and emit 
bills on the credit of the United States.” That after a full debate, 
in which the danger of such a power was insisted upon, the words 
“and emit bills on the credit of the United States” were stricken 
out, the Convention thus declaring that it was too dangerous a 
power to give to the general Government. The Convention also 
provided that none of the States should exercise the power which 
it refused to give to the general Government. Nine out of the 
eleven States voting on this question voted to strike out the words 
above mentioned. A power so emphatically withheld cannot by any 
implication be considered as a power given. 

The banks cannot issue paper money without the right to do 
so is given them by law. And the law may say in what amount, 
and in what manner, and under what conditions and restrictions 
paper money may be issued by the banks, or whether it may be 
issued at all. 

As it is a good currency that the country needs, it is proper to 
attach such conditions to the issuing of paper money as may be 
necessary to that end. As I am now considering how to obtain 
a permanently good system of currency, I shali do so without 
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considering how it may affect individual banks or banks in gene- 
ral. The thing desired is a good currency, one which will be 
permanent in its character, and which will not be subject to the 
necessities and conditions of the finances of the general Govern- 
ment. 

In this country there are only two kinds of currency permissible, 
and which possess anv considerable degree of permanency. One is 
a purely metallic currency, real constitutional money; the other, a 
mixed currency of specie and bank notes. A Government currency 
is neither desirable nor is it constitutional, and we had better sub- 
mit to any present evil than to resort to a Government currency ; 
better endure the ills we now have than to invite still greater ones 
in the future. 

It may be asked, how, under a general banking law, excessive 
issues are to be prevented? The question is a fair one, and should 
be fully answered. 

I have already said that the maximum amount of paper money 
that might be issued should be an arbitrary one, and that it should 
be fixed by law. Congress could fix the amount at the sum total 
of the legal-tender notes and the National-bank notes now in cir- 
culation, and while allowing the banks already under the National 
Banking Act to keep the amount of circulation they now have, 
not to permit new banks to issue notes unless they have a paid-up 
capital of, say $300,000 or $500,000. This is merely a_ prudential 
suggestion, as it would make fraudulent transactions next to impos- 
sible, and increase the amount of bank notes only as fast as there 
should be developed a real necessity for further banking facilities 
of a substantial character. The fact that the maximum amount is 
a fixed one, will of itself, make excessive issues impossible. Then 
let Congress,;as I have already said, enact that any increase of the 
bank-note circulation shall be followed by a corresponding decrease 
of the legal-tender notes. This would maintain the indispensable 
feature of a fixed maximum amount of paper, and at the same 
time inaugurate a policy looking to the ultimate extinction of the 
legal-tender notes, an event to be devoutly desired, and for which 
all prudent and patriotic men should work. 

It may be finally urged that this plan does not give absolute 
security to the holders of the notes. Granted. Neither does the 
Government-bond plan under all circumstances. How would it have 
been with the banks and the notes if the late war had continued 
a couple of years longer? Cannot we see a possibility that the 
credit of the Government and the solvency of the banks would 
have gone together, and both have been destroyed? Then again, a 
decade has not yet passed since the country endured an agony 
of suspense and fear lest the lunacy of greenbackism should pre- 
vail, and repudiation in some, if not its worst, form take place. 
If we recall the political campaign which ended in the election 
of Mr. Hayes as Governor of Ohio, I think it will suggest some 
things not pleasant to contemplate, and perhaps modify our ideas of 
absolute security. 

Take the possibility of another great war, and the probability that 
the first act of the Government would be a further issue of paper 
money as a necessity of the war. What does it suggest? But ad- 
mitting that the Government bonds are an absolute security for the 
notes, does it follow that we cannot have a safe currency without 
them? If so, then we must do without paper money, and bring the 
country to a metallic currency. It is as good a time for it now as 














604 THE BANKER’S MAGAZINE. [| February, 


we shall ever have, and we might as well do it now as some years 
later. To say that we cannot have a safe currency without the Gov- 
ernment bonds is childish, and the statement is not worthy of an 
intelligent people. We can have a safe and a better currency than 
we now have, because it will be in harmony with the principles of 
sound economics. 

Under such a plan as is here contemplated, not one dollar need 
ever be lost to the holders of the notes. A recapitulation will con- 
clusively show that there is no real need of deposited collaterals for 
the notes: 

ist. There would be the capital and surplus of the banks. 

2d. The liability of the stockholders to an amount equal to the 
par value of the shares owned by them. 

3d. The circulation would be for only eighty per cent. of the 
paid-up capital. 

4th. There would at all times be a coin reserve of twenty-five per 
cent. of the circulation, to be used only to redeem the notes. If 
we add to the above security a tax of one-half of one per cent. on 
the circulation, to constitute an insurance fund, out of which the 
notes of insolvent banks should be redeemed, in case resort to other 
means should not be sufficient, then we should have, not absolute 
security, for the absolute is seldom found in this life, but we should 
have all the security that is necessary. 

The tax of one-half of one per cent. on the circulation would 
create a fund of more than $1,500,000, the first year, and would 
increase with each year until the general Government would hold in 
trust for the holders of the notes many millions of dollars. And as 
this plan is not suggested as a makeshift until such a time as we 
shall have become competent to deal with the question, but as a 
permanent system of banking and currency, the Government would 
in time accumulate a fund which would bear large proportion to 
the whole circulation. As figures and facts are better than mere 
opinions, | shall support my opinion by them. If this tax had 
been laid, instead of the one-per-cent. tax on circulation, and it 
had been used as a fund such as I have suggested, the fund would 
now amount to about §$ 30,000,000. 

During the twenty years of the National Banking Act, eighty- 
nine banks have failed, with a circulation of $14,424,684. If there 
had not been a dollar of assets in all of these banks, and the 
Government had redeemed all of the notes out of this fund, there 
would still be left more than would have been paid from the fund, 
or, to say in round numbers, about $15,000,000. Twenty years’ ex- 
perience, and that during a time peculiar for its financial dangers, 
demonstrates that a tax of one-fourth of. one per cent. on the cir- 
culation would pay in full every note of the banks that fail, even 
if the assets of the banks were completely worthless. 

To meet the popular demand for small notes, the banks might 
issue in addition to their regular circulation a certain amount of 
small notes, which should be fully covered by coin. This would 
not do any violence to the principle that small notes should not 
be issued, as the specie which they would displace in the circula- 
tion would be held on deposit, and the notes would merely be the 
representative of the specie. 

The foregoing plan is substantially the same as the one which | 
suggested in the “ Bankers’ Convention,” in 1880. The tax on cir- 
culation to establish an insurance fund has been objected to by 
some, on the ground that the good banks would be taxed to pay 
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losses made by others. They say, “Let every tub stand on its own 
bottom.” I believe that tubs generally do stand on their own bot- 
toms, and also that when they fill their own sphere of usefulness 
they stand alone: not so with intelligent human beings; they do 
not stand alone, nor are they independent of each other. They can- 
not, if they would, escape from the influences of others. They 
touch at almost every point in life. Whether they acknowledge 
the benefits they receive, or not, they are still under obligations to 
others. We cannot measure the benefits which we have experi- 
enced by reason of the words and actions of others, actions and 
words of which we may have no knowledge. Neither do we know 
how much greater our bufdens have been because of the words, 
actions, and perhaps unconscious antagonisms of others. I say no- 
thing of the accumulation of benefits as the result of lives which closed 
before we were born. In the past men have not stood, nor do they 
now stand, alone; but few escape some damage from the actions of 
others, and there are none who have not been benefited by others. 
Let ‘“‘tubs stand on their own bottoms,” and let them stand alone; 
but men should stand together, and while each is working for his 
own interests, let him so work as to contribute somewhat to the 
welfare of others. 


THE SENATE DEBATE ON THE SINKING FUND. 


Senator Beck submitted a resolution to the Senate in Decem- 
ber, directing the Secretary of the Treasury to report concerning 
the reduction of the public debt, and how much would be required 
in the future to comply with the laws relating to the sinking 
fund. The answer to this resolution is published elsewhere. When 
the resolution was before the Senate a debate took place, the 
chief points in which are herein given. Mr. Beck opened the de- 
bate by remarking that he desired to say it was perfectly apparent 
that the request of the Secretary of ‘he Treasury made in his re- 
port the other day, asking taxation to be kept beyond the ordinary 
wants of the Government, at least $ 50,000,000 to be applied to the - 
sinking fund, ought not to be thought of. 

The Secretary shows this condition of things: That $85,000,000 
of the public debt will be paid during the current year, and §$ 106,- 
000,000 is estimated to be paid during the next fiscal year before 
we can reasonably hope to change existing laws, leaving only 
$109,000,c00 possible to be paid, in accordance with the present ad- 
justment of our bonds, until 1891; and if we are to keep up $50,- 
000,000 a year for-a supposed sinking fund, that $50,000,000, after 
applying the surplus of this year and the amount estimated for the 
next now provided for, will in two years, or a small fraction over 
two years, pay off ail we can possibly pay until 1891. There will 
be only $ 109,000,000 left after the now ascertained surplus, up to 
June 30, 1885, is applied. In any event, all the three per cent. 
bonds will be paid three or four years before we can pay any 
more, even if the provisions for the ever-pressing sinking fund are 


dispensed with. 
In adjusting our taxation hereafter, I insist that we shall not 
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make provision for the hoarding of money that we can not prop- 
erly apply; and I insist that the present construction given to the 
sinking-fund law is not legitimate, and was never intended to be 
construed as it now is, by any legislation prior to 1875. For these 
reasons I have asked the Secretary to tell us, first, what the debt 
was in 1862, when the pledge, so-called, as to a sinking fund, was 
given. The law passed on the twenty-fifth of February, 1862, reads 
thus: 

SECTION 5. And be it further enacted, That all duties on imported goods 
shall be paid in coin, or in notes payable on demand heretofore authorized to be 
issued and by law receivable in payment of public dues, and the coin so paid 
shall be set apart as a special fund, and shall be applied as follows : 

first. To the payment in coin of the interest on the bonds and notes of the 
United States. 

Second. To the purchase or payment of one per cent. of the entire debt of 
the United States, to be made within each fiscal year after the first day of July, 
1862, which is to be set apart as a sinking fund, and the interest of which 
shall in like manner be applied to the purchase or payment of the public debt, 
as the Secretary of the Treasury shall from time to time direct. 


Under that act about five hundred million dollars was borrowed, 
perhaps five hundred and fifty million dollars. 

Mr. Bayard—In the revision of the statutes the date recited in 
the second clause of this section, “to the purchase or payment of 
one per cent. of the entire debt of the United States to be made 
within each fiscal year, after the first day of July, 1862,” does not 
find its place when carried into the revision of 1873, but it pro- 
vides for “the purchase or payment of one per cent. of the entire 
debt of the United States to be made within each fiscal year,” 
without limiting it to the date of July 1, 1862. 

Mr. Beck—I read the law of February 25, 1862, for the purpose 
of showing what I meant by the first statement in the resolution, 
which reads: 

That the Secretary of the Treasury be, and he is hereby, directed to inform 
the Senate, as soon as practicable, the amount of the public debt of the United 


States after the sums provided for in the Act of February 25, 1862, were ob- 
tained under its provisions. 


The debt at that time was, in my opinion—I do not know ac- 
curately, and therefore I desire the information—somewhere about 
$ 500,000,000 or $600,000,000. Now, we have these facts, upon which 
we do not require any information: that the debt kept increasing 
from February, 1862, until the thirty-first of August, 1865, when it 
reached the enormous sum of $2,756,431,571.43, and that, by the last 
debt statement of December 1, 1883, the total debt of the United 
States on the first day of the current month, less cash in the 
Treasury, is $1,509,785,060.85, or a reduction since August, 1865, of 
$ 1,246,646,510.58. In other words, we have reduced the public debt 
as it existed on the thirty-first of August, 1865, more than double 
the total amount of the indebtedness of the United States, on the 
day when this so-called pledge to create a sinking fund was origi- 
nally given. The whole debt then did not amount to much over 
$ 600,000,000, and since we began reducing the debt after August 
31, 1865, up to the present time, we have paid $ 1,246,646,510.58, or 
more than double the whole original indebtedness. 

It may as well be stated that there never was a sinking fund 
created or maintained; nor was the law of 1862 in any sense at- 
tempted to be complied with in that regard until 1879; yet no- 
body thought we were neglecting the public credit. Governor 
Boutwell, then Secretary of the Treasury, perhaps paid off a small 
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sum in 1869; but in 1870, for the first time, the sinking fund was 
put in shape, and then many thirigs were done that I do not care 
to advert to, which caused great criticism and I think did great 
wrong to the tax-payers of the country by the purchase of bonds 
unnecessarily and at enormous premiums. 

What I desire to get at is to show to the country and to show to 
the Senate that in the readjustment of taxation we ought now to 
say what every creditor of the United States wants us to say, that 
there is not only no necessity for keeping up taxation to the ex- 
tent of paying fifty millions a year more than the legitimate ex- 
penses of the Government require, but that we ought to allow the 
outstanding bonds to remain, what few of them exist, as surety for 
the circulation of the National banks, and for the many other busi- 
ness purposes for which they are needed, and to reduce taxation 
in some way, | do not care to say how now, and give the people 
the relief from taxation to which they are entitled. 

The sinking fund has been fully, fairly provided for, for fifteen 
or twenty years yet to come. We have cancelled $700,000,000, at 
least, beyond any requirement of law. As I said, the sinking fund 
was merely intended to give security or assurance to creditors that 
the debt would be paid. Who now doubts either our inclination 
or ability to do so? From 1862 to 1870 no fund was applied, and 
there never was since that time anything except the surplus rev- 
enue applied. The sinking fund account was only a bookkeeping 
invention of a secretary. When the surplus was small but little 
was applied, and when it was greater, of course more was applied. 
But the average, year by year, shows the total result in a reduc- 
tion of $1,246,000,000, or nearly half of the whole National debt 
at its maximum; and it shows, in the existing condition of things, 
that there are hardly any bonds left to which we can apply it. I 
do not know what the present Secretary, or any future Secretary. 
might say under the authority given him to apply the surplus rev- 
enue “to the purchase or payment of one per cent. of the entire 
debt of the United States, to be made within each fiscal year 
after the first day of July, 1862, which is to be set apart as a 
sinking fund, and the interest of which shall in like manner be 
applied to the purchase or payment of the public debt, as the 
Secretary of the Treasury shall an time to’time direct,” that at 
the end of two or three years, when we can no longer purchase 
bonds, I do not know but he will consider it his duty to applv 
the surplus to the payment of the non-interest-bearing portion of 
the National debt, and pay off the greenback circulation, which is 
costing nothing, under the authority given him to pay when he has 
funds on hand. 

I desire Congress to take the matter in its own hands, and tell 
any Secretary, as we told him in the legislation of 1878, that he 
can not pay off the legal-tender greenback circulation, and to say 
to him that he shall not buy bonds not payable at any pre- 
mium he pleases, and say to him that there is no use in tax- 
ing the people $50,000,000 annually, as he requests us to do, in 
order to create a sinking fund, which, as he shows himself, can not 
by possibility be used, unless he does apply it to the payment of 
the non-interest-bearing legal-tender notes that are now outstand- 
ing—and that would not last him very long, only six years, at the 
rate he proposes; it would not begin to bridge over the time until 
1907—and that he shall not pay premiums to syndicates or others 
to get hold of bonds not Cue. 
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Mr. Sherman—The senator has quoted the old act of 1862 which 
set aside one per cent. of the amount of the public debt as a 
sinking fund. That has always been construed to mean one per 
cent. of the amount of debt due each ard every year thereafter; 
not the amount of bonds due exactly on the day of the passage of 
that act, which was the twenty-fifth of February, 1862, but the 
amount of the entire public debt of the United States, due from 
year to vear, and the one per cent. is taken of the debt due at 
the time the statement is made up. So on the first of July, 1883, 
the amount of debt due then is so much; then to that is added 
the annual interest on bonds that have been redeemed from year 
to year, and these aggregate sums make up the amount annually 
appropriated by law for a sinking fund. 

Therefore I say there is now in the report of the Secretary of 
the Treasury all the information that can possibly be given under 
the resolution except this: 


Stating how the amounts so required can be applied to the sinking fund prior 
to 1907. 

And also when the sinking fund will pay off the debt. That is 
a matter of uncertainty; it necessarily must be so from year to 
vear. The officers may approximate an estimate of what the sinking 
fund will be next year and the year after, but they can not give 
you a statement of what it will be exactly, because that will de- 
pend upon the interest of the bonds that are redeemed subsequent 
to the making of this statement. If they redeem bonds bearing 
four per cent. interest, then the interest goes on to the credit of 
the sinking fund at four per cent.; if they redeem bonds bearing 
three per cent. interest, then the interest goes on upon the basis 
of three per cent.; and consequently it is not possible to state 
for the future exactly what the sinking fund will be from year to 
year, but they can approximate it, and the Secretary does substan- 
tially state that it may be so many millions for next year, but he 
cannot tell exactly, because he can not tell precisely how many bonds 
he will buy during the coming fiscal year, nor at what rate of inter- 
est they shall be computed, and so it varies from time to time, but a 
substantial statement, an estimated statement of the sinking fund 
is carried on year by year, and can be carried on. | have no 
doubt according to the statements which are sent to us that the 
present sinking fund will pay off the public debt in about fourteen 
years or a little more. I am not quite sure about the period, for 
the operation goes on much less rapidly now than it formerly did, 
because the computation is based now upon the purchase of three 
per cent. or three and a-half, or four per cent., while formerly it 
was based upon the purchase of five or six-per-cent bonds. It is 
impossible to state exactly the effect of the operation of a_ sinking 
fund unless you know all the elements that enter into the cost 
of the bonds, what is paid for them, what interest they bear, 
and what interest they will carry to the credit of the sinking 
fund. | 

The Secretary of the Treasury will no doubt give you his esti- 
mate of what the sinking fund will be next year and the year after. 
and so on, and when it will pay off the National debt gradually; 
but he can not tell certainly, because the elements vary according 
to the price of the bonds and the rate of interest the bonds bear 
at the time he purchases them. 
But, sir, as the Senator seems to desire the information to be 
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given in the form called for in his resolution, I have no objec- 
tion. It will be communicated to him in that way probably more 
speedily than we shall have the formal documents _ printed. 

Now, in regard to the continued payment of the Sinking fund, 
it is true, as the Senator says, that the Government in time 
past has paid off more bonds than sufficient to satisfy the sinking 
fund. 

Up to 1873 we had gone largely in excess of the payment of 
the public debt, because the accumulated money in the Treasury 
had to be applied, after paying the current expenses, to the extinc- 
tion of the debt, and was so applied. There was some question as 
to the power of the Secretary of the Treasury to buy bonds, but, 
from the necessity of the case, he had to exercise that power. [n 
1873 and thereafter, on account of the financial panic that occur- 
red in that year, the-revenues of the Government fell off so rapidly 
that the Government did not maintain the sinking fund. One 
year it only paid $6,000,000; another year $15,000,000; it did not 
pay one-fourth or one-fifth of the sinking fund of those years; 
but in 1877 the revenues had so increased and the expenditures 
had been so diminished that we commenced again the process of 
paying off.rapidly the public debt, and now for some years we have 
paid off much more of the public debt than is demanded by the 
sinking fund. As to precisely how much has been overpaid I can 
not state, but the question arises, has the Government of the 
United States, which has agreed to pay annually a certain sum, 
the right, in justice to its public faith so pledged, to apply a sum 
of money paid off in one year in excess of the sinking fund to 
make up a deficiency in a subsequent year? | 

I am inclined to think that in equity and fairness we may- say 
that we are dealing with this question as a public question, and 
that when we do substantially equal to what we have agreed to do, 
that is a compliance with the law, and no man can question the 
faith of the United States because it, for three or four years, was 
unable, unprepared, from its current revenue to pay the sinking 
fund, provided it has on the whole more substantially made good 
the promise. I agree with the Senator from Kentucky on that 
point, that as a question of public faith we have at least done what 
we agreed to do, and more, too. But at the same time, the policy 
of a continued payment of the public debt, the policy of standing 
by the public engagement to every year pay off so much, not less 
than one per cent. of the public debt, to the accumulated sinking 
fund, is a wise public policy, and I, for one, do not wish to see 
that interrupted. If there is a time when the revenue falls off and 
we are unable to do it, it ought to be only a temporary exigency. 
The law ought to stand, and the moment we can resume this public 
policy of paying off the National debt it should be resumed, 
until that debt is paid off to the uttermost farthing, accord- 
ing to the plain language of the law under which the debt was 
created. Pee 

eee the main question of the policy of maintaining the honor 
of the country to the fullest extent in preserving our sinking fund 
intact, never to be departed from, except where by a temporary 
stringency in the money market there may be a deficiency of the 
revenue, to be made good as soon as practicable, of continuing the 
steady and sure payment of the public debt until every dollar. of it 
is extinguished, I am willing to stand. Upon that ground I agree 
with the Secretary of the Treasury. I believe that he and all those 
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who agree with him are right that this policy should be maintained 
according tosthe full letter of the law. 

There is now no question about his power to purchase bonds. 
A law passed at a time when this Senate was Democratic, a law 
that was properly passed, upon the motion of the Senator from 
Delaware | Mr. Bayard |, authorized the Secretary of the Treasury to 
apply the surplus revenue ‘to the purchase and payment of bonds 
«whenever he has any surplus so to apply. So there is no question 
of power; and it is no doubt his duty, whenever there is a surplus 
of revenue in the Treasury more than sufficient to meet the 
funds required by the resumption act and to pay off the silver 
certificates and the gold certificates and the other demand liabilities 
of the Government, to apply that surplus revenue to the purchase 
of the public debt, and he must make the best terms he can; he 
must buy in open market. If the debt bears but three per cent. 
interest he must pay it off. He has no option. He must go on and 
carry out that policy. 

It is right also that the policy proclaimed by the act of Con- 
‘ress to set aside a special tund which may not be diminished ex- 
cept under extraordinary circumstances, and to apply that sum to 
the payment and gradual reduction and extinction of the public 
debt, should be carried out. 

Mr. Bayard—After the people of the United States had themselves 
resolved to take this fund in question into their own hands and, by a 
condition of public affairs unprecedented in the history of any civilized 
government, had resolved that they would themselves retain the ob- 
ligations of the Government payable at the will of the Government 
and at a lower rate of interest than the face of those obligations 
called for—when the people of the United States, as I say, in this 
unprecedented, voluntary manner signify their absolute confidence 
in their Government and in the public credit, and it became com- 
petent for the Treasury to extinguish the interest-bearing debt of 
the United States at the convenience of the Government, it was, 
as the Senator from Ohio said, upon my motion that an amend- 
ment was added to one of the appropriation bills, as I remember, 
authorizing any surp!us in the Treasury to be applied to the ex- 
tinguishment of the public debt. We were in that happy position, 
and are still in it, in which the debt was payable at the pleasure 
of the debtor, and not at the will of the creditor. In such a 
state of affairs as that, it was in my judgment a wise use of legis- 
lative power and of discretion to empower the Secretary of the 
Treasury to apply the surplus revenue to the extinguishment of 
the interest-bearing debt of the American people. We should have 
been delinquent in my judgment if such a provision had not been 
adopted. 

I shall be very glad to see the whole history of this diminution 
of the public debt verified by a recapitulation from the Treasury, 
and by a reference to the laws under which it has been accom- 
plished. There were many years, from 186g to 1874, in which | 
think a most disastrous policy was pursued. But it was pursued, 
and we have had indirectly the benefit of it of paying off a debt 
long before it became due and paying an advance premium upon 
it to accomplish that object. It was one of those incredible policies 
in finance difficult to imagine the wisdom of at the time and im- 
possible to see the wisdom of to-day; but the benefit of it never- 
theless came. A part of the debt has been paid; the burdens of 
the public have been reduced although in a costly manner and 
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injurious, I think, to the interests of the people. But that is all 
in the past, and I can only see, by the true history brought now 
and anew before the people of this country, benefit in every way 
to them by way of instruction and strengthening to the public 
credit of this country. 

I therefore shall vote for this resolution of the Senator from 
Kentucky, and I only hope that the Secretary in complying with 
it will state the condition of the law under which he applies the 
surplus in the Treasury to the extinction of the public debt. 
There is nothing in that in my judgment that has not been war- 
ranted by the letter if not by the spirit of the statute of 1862. I 
do not think there is any force in the statement that that sta- 
tute of 1862 contemplated only the debt existing at that period. 
This country was then engaged in a great struggle for the main- 
tenance of its jurisdiction over the entire territory of the United 
States, and it was in the midst of that struggle, contemplating 
still further expenditure, that that promise was made. All statutes 
speak generally zz fu‘uro: they are not bound by the affairs of the 
moment; they will not be retrospective unless they expressly declare 
that intent upon their face; and no one I think can reasonably sup- 
pose that when the words “entire debt of the United States” were 
used they did.not mean the entire public debt of the United States 
at any time it may exist, and so I suppose the construction has fol- 
lowed the application of the money, the one per cent., to the diminu- 
tion of that interest-bearing debt. But I also know that since that 
time, either by the direct instruction of Congress or the inferential 
construction of Congress, there has been authority for the diminu- 
tion of the public debt by the application of the surplus revenue 
in the Treasury. I shall be very glad to have a _ recapitulation 
made of all that. I shall be very glad to have a recapitulation 
made of the statutory history under which this has been done, be- 
cause it is impossible for us at all times to understand definitely these 
vast financial transactions, to comprehend what are our resources, 
and our resources may themselves be measured in proportion to 
our liabilities. We can best say what diminution in the burdens 
of taxation may then be made, and I probably shall be found 
agreeing with my friend from Kentucky in favor of lessening the 
public taxation as much as possible. There may possibly be some 
results from his refusal to extinguish the bonded debt of the 
United States that he has not fully contemplated, and I think he 
will find allies of an unexpected kind in favor of his proposition 
of maintaining the bonded debt, not paying it off at a premium, 
that he does not now anticipate. That, however, the future will 
disclose. 

Mr. Plumb—Mr. President, we seem to be engaged in a discus- 
sion about the sinking fund, which as I understand has not been 
practically for many years anything but simply a matter of book- 
keeping. There has been a certain amount of money applied, at 
all events for many years, on the books of the Treasury in excess 
of the amount required by what is technically called the sinking 
fund; but I understand that practically not a dollar of money ever 
went into it—neither a dollar in money nor a single bond of the 
United States; and, consequently, the sinking fund has simply been 
something represented by certain entries on the books of the Treas- 
ury, but nothing in the vaults of the Treasury; and it is a fiction 
which it is proposed should be kept up. 

What the people of the United States have been doing is 
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to extinguish the public debt. They have seen that go on rap- 
idly, “a have only been sorry it did not go on more rapidly. 
I believe that outside of the persons who are interested in 
maintaining the National banking system, and who have some 
sort of idea that a National debt is a National blessing, the 
great mass of the people of the United States, ninety per cent. of 
them, I have no doubt, would hail with joy the extinguishment of 
the last dollar of that debt, and at the earliest possible moment of 
time. For that purpose they have paid, and are now paying with- 
out murmuring, as they always have paid, the taxes that are used 
and applied to that purpose. If I were to criticize the Secretary of 
the Treasury, it would be because he has not extinguished the debt 
fast enough. 

In the first place, { could never understand why he has to keep 
money on hand, an accumulation of $15,000,000 or §$ 10,000,000, 
before he feels called upon to call in bonds, say for a million dol- 
lars. I never could understand, when he knows what the revenues 
will be just as well to-day for next month as when next month 
comes, why he did not issue a call, saying, “I will pay so many 
millions a week,” thereby relieving the Treasury from the payment 
of unnecessary interest. I believe a calculation, and not a very close 
one, would determine that the Secretary of the Treasury has paid 
more than $15,000,000 of unnecessary interest during the past ten 
years, because a policy of that kind was not pursued, .and large 
sums of money were taken out of the currency of the country and 
hoarded until multiples of ten, fifteen, and twenty millions were ac- 
cumulated in that way befere even a notice was issued, and then 
the notice would be for sixty or ninety days, and another accumu- 
lation of like amount would occur before payment would be made. 
It seems to me that there is a manifest indisposition to pay this 
debt on the part of those charged with that very solemn duty in 
an executive capacity. I believe that the people of the United 
States want this payment to go on with an accelerating ratio, if 
possible, until it is all paid. 

Now, the Senator from Kentucky says we have only three hun- 
dred millions to pay, and he does not want $50,000,000 annually - 
levied to pay that off, because it will be paid off in six years; 
and he makes, as I understand, a complaint that we have paid 
bonds that we did not need to pay. This matter is dwarfed, ac- 
cording to his comprehension and statement, into a controversy 
between the bondholders and the Government, as if the bond- 
holders were struggling to hold on to their bonds, and had some 
sort of right to hold on. I never have understood it that way. I 
do not believe it is a question in which the bondholders have any 
interest, legal or moral, to be considered. The debt that we are 
now paying is a debt that was due at the option of the Govern- 
ment. It is not any concern to me whether a bondholder wants 
his bonds paid or not. I do not think the Government of the 
United States ought to furnish some man a safe and profitable 
way of using his money. Therefore I think that the bondholder 
himself may be entirely left out of the account. The matter of 
the payment of the debt is a question of public licy, not a 
question as to whether a man who has the bond of the Govern- 
ment-wants his money or not. 

If we pay $50,000,000 a year for six years, that carries us down 
to 18g0 before the $ 300,000,000 which are now due at the option 
of the Government are paid. It will be only one more year before 
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we shall reach the four and a-halfs due in 1891 at that rate. There 
may be a great many contingencies, I know, between now and then 
that will diminish the revenues of the Government below even 
$ 50,000,000 in excess of the requirements of current expenditures ; 
but even if there were not, in two years from now the premium 
on the four-and-a-half-per-cent. bonds will begin to diminish. It is 
not now 121, but about 112; the premium is about twelve per 
cent. When we get to a point where the rate of interest repre- 
sented by the: principal and premium on the bonds is less than 
two per cent. the premium will go down; money will bring at least 
two per cent. per annum; and in 1889 or 1890, when we shall have 
paid off the remainder of the three-per-cent. bonds, if this reduction 
goes on at the rate of $50,000,000 per annum, the premium on 
four-and-a-half-per-cent bonds will not exceed two per cent., and I 
would not be willing, as far as I am concerned, that a matter of 
two per cent., or five per cent. either, should stop the payment of the 
public debt. Money is worth what it costs in the market to get it. 
The people are now paying money into the Treasury that is worth 
more to them than the three per cent. which it is saving to the 
Government in the discharge of the public debt, but they are pay- 
ing it willingly, and they will pay it when that rate of interest 
shall be reduced and is not more than two per cent., and just as 
willingly as they pay it now. 

Then at that particular time there will come this option to the 
Government of paying this $250,000,000 of four-and-a-half-per-cent. 
bonds then to be due, or of continuing them. We shall be con- 
fronted with the same plan we were confronted with here when the 
six per cents. and five per cents. became due, and that is, to issue 
another bond to run for a term of years, in order to avoid the ne- 
cessity or the obligation of paying off the debt too soon. I do 
believe that any Congress of the United States representing the 
people will vote to issue another bond, and when those four-and-a- 
half-per-cent. bonds become due I want the Government to be 
ready to take up a considerable portion of them and continue the 
reduction from day to day and from time to time until they are 
speedily taken up, and nothing will meet, as I think, the popular 
demand of this country, which in any way puts the Government 
in a condition where it can not go on with the extinction of the 
National debt. 

The National banking system has been alluded to here as one 
of the beneficiaries of the continuance of the debt. It is simply a 
question as to whether a boy shall continue to wear his jacket 
after he has outgrown it, or whether he shall keep on wearing it 
until it gets tighter and tighter for two or three years longer. The 
United States do not need to keep up a debt for the purpose of 
keeping up a National banking system. It has manifested that by 
paying off the debt. The National banking system is just as cer- 
tainly doomed as the payment of the National debt goes on: I 
mean the National banking system as a provider of currency for 
the people of the United States. That is inevitable, even if the 
debt were not diminishing, because the demands of this country 
for currency are constantly increasing, and a system which simply 
halts and stands still and does not furnish currency according to 
the increasing needs of the people, would itself be condemned in 
a very short time as being inadequate for the purpose for which 
it was created. 

If the element of flexibility, if the element of extension is left 
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out of the National-bank system, it possesses no merit whatever, 
because it goes without saying, I think, that the Government of 
the United States can issue a piece of paper directly, which shall 
be of as great value, as perfectly safe, as absolutely current as a 
National bank can issue, because it comes back to the same source. 
So, therefore, the National-bank system, both because it can not en- 
large now, even if the reduction of the public debt was to stop, 
would prove inadequate for the future, and because of the fact 
that the bonds are to be paid and entirely wiped out, and that very 
soon, preventing it even from maintaining its present status for any 
length of time. For these two reasons that system might as well 
be left out of account in any prognostication about the public debt: 
Something else must take its place. And it is the wisdom of states- 
manship, of good judgment, of patriotism to provide now for some- 
thing which shall take its place. 


THE NATIONAL SINKING FUND. 


The Secretary of the Treasury has sent an answer to the in- 
quiry of the Senate concerning the sinking fund. Dividing the 
resolution into its several points of inquiry, and replying to them 
sertatim, Secretary Folger first submits a detailed statement, show- 
ing “what was the amount of the debt of the United States after 
the sums provided for in the Act of February 25, 1862, were ob- 
tained under its provisions.” 

From this statement it appears that the amount of the principal 
of the public debt created by virtue of the Act of February 25, 
1862, was $515,000,000 in the fiscal year 1865, but the amount of 
the public debt, “after the sums provided for in the Act of Feb- 
ruary 25, 1862, were obtained under its provisions,” and, under the 
provisions of the supplementary Acts off March 3, 1864, and Janu- 
ary 28, 1865. was, at the close of the fiscal year 1864, $1,815,784,- 
370.57, and on June 30, 1865, was $ 2,680,647,869.74. 

Secretary Folger thereupon remarks that, in estimating the 
amount of the public debt, the Treasury Department takes into 
the account the $ 346,000,000 of United States Treasury notes, 
which it is required by law to keep outstanding [Act May 31, 1878, 
20 Stat. L, 87]. .-The Secretary then quotes the second branch of 
the resolution of inquiry, to wit: “How much the public debt has 
now been reduced beyond the amount required to be supplied as 
a sinking fund by the provisions of Sections 3694 and 3696 of the 
Revised Statutes,” and replies to it by counter interrogatories and 
statements, as follow: 


SINKING FUND REQUIREMENTS, 


(a.) What is the amount required to be supplied as a sinking 
fund? A computation based upon the annual application of one 
per cent. of the principal of the public debt outstanding on the 
first of July of each year, together with an amount equal to the 
interest on the annual redemptions, shows-that the amount to be 
opened as a sinking fund for each year would be as follows: 
(Cents omitted.) 
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FOR THE FISCAL YEAR, 
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Making a computed total requirement up to this time of $750,- 
225,030.45. | ¢| 

(6.) How much has the public debt been reduced in that period? 
The total debt of the United States, less cash in the Treasury, 
at its maximum point August 31, 1865, was $ 2,756,431,571.43. On 
June 30, 1883, it was $1,551,091,207.48. Thus is shown a reduction 
of the debt, including accrued interest, less cash in the Treasury, 
of $1,205,340,363.95, or $455,115,333-55 more than would have been 
supplied by the sinking fund under the provisions of sections 3694 
and 3696 of the Revised Statutes, had the requirements of the 
sinking fund Acts, embodied in those sections, been strictly com- 
plied with. It is to be remembered, however, that for a time the 
state of the public Treasury was such that no payments could be 
made, and it was not until the year 1869 that the first supply to 
the sinking fund was effected. I use the phrase above “including 
accrued interest.” It is well to state that the principal of the 
public debt has been decreased during the same period, $960,477,- 
898.49, or $210,252,868.06 beyond the amount herein stated as re- 
quired for the sinking fund. 

Third. What sums will hereafter be required annually until the 
maturity of the four-per-cent. bonds in 1907, in order to comply 
with the provisions of said sections, as now construed in the 
Treasury Department. 

(a.) How are the provisions of section 3694 and 3696, United 
States Revised Statutes, now construed by this department? The 
Act of February 25, 1862, and sections 3694 and 3696 of the Re- 
vised Statutes, and other ancillary statutes, are now construed by 
the Secretary of the Treasury as they have been construed by all 
his predecessors since the passage of the Act of February 25, 
1862. That construction is that there must be a purchase and 
payment, within each fiscal year, of one per cent. of the entire 
public debt of the United States, as it exists at the beginning of 
each fiscal year, however much the public debt has been decreased 
by the payment of it, otherwise than by supplies to the sinking 
fund; and further, that an additional amount equal to the inter- 
est on the bonds, or other interest-bearing obligations thus pur- 
chased and paid, shall in like manner be applied annually to the 
purchase or payment of the public debt, and the rate of interest 
to be observed is that which such bonds or other obligations bore 
at the time of such purchase or payment. 

(4.) Assuming that the amounts required by the terms of the 
sinking fund law only shall be annually applied to the redemption 
of the public debt, it is estimated that the following sums will here- 
after be required to fulfill the conditions of that law: (Cents 
omitted.) 
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FOR THE FISCAL YEAR. 
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"HOW THE AMOUNTS CAN BE APPLIED. 

Fourth. How the amounts required can be applied to the sink- 
ing fund prior to 1907? I read this inquiry as seeking my opinion 
of what may lawfully be done in that regard and not my judg- 
ment of what it may be expedient to do. | think that Acts of 
Congress authorize supplies to the sinking fund in the following 
ways: . 
oe By calling in the three-per-cent. bonds. So long as there 
remain outstanding and unpaid any of the three-per-cent. bonds of 
1882, calls for their redemption can be made, and the amounts 
redeemed thereunder applied to the sinking fund. There will prob- 
ably be outstanding of those bonds on July 1, 1884, about $250,- 
‘000,000, all of which, it is estimated, will be exhausted by the 
terms of the sinking fund during the fiscal year 1889. 

(4.) By purchase of the four-and-a-half-per-cent. bonds. After the 
three per cents. are thus absorbed, the four-and-a-half-per-cent. 
bonds of 1891 come next in order for redemption, but as they are, 
by the terms of their issue, not redeemable until September 1, 
1891, the department can only obtain them up to that time by 
purchase. The amount of these bonds outstanding is $ 250,000,000, 
and they can, in all probability, be extinguished by the purchase and 
redemption by the end of the fiscal year 1894. 

(c.) By purchase of the four-per-cent. bonds. The only interest- 
bearing debt then left for redemption will be the four-per-cent. 
bonds of 1907, of which there are now outstanding nearly $738,- 
000,000. They must be got by purchase. By the application of 
the terms of the sinking fund to the purchase of these bonds, it 
is estimated that the whole issue will be exhausted prior to Jul 
1, 1905. I do not mean by the foregoing that the four-and-a-half 
and four-per-cent. bonds must be purchased in that order. That 
is the order in which, by their terms, they are redeemable. They 
may be purchased without regard to that order. 


HOW THE DEBT HAS BEEN REDUCED. 


Fifth. Under what provision of law has the reduction of the pub- 
lic debt been effected? Under the Act which first provided for a 
sinking fund, and additional Acts, to wit: Act of February 25, 1862 
(12 Stat. at L., p. 346); recognized by joint resolution of March 
17, 1864 (13 Stat. at L., p. 404); Act of Teds 14, 1870 (16 Stat. at L., 
p. 273, Sec. ©); United States Revised Statutes, Sections 3693 to 
3699, both inclusive; Act of March 3, 1875 (18 Stat. at L. p. 
401); Act of April 17, 1876 (19 Stat. at L., p. 33, Sec. 2); and 
Act of March 3, 1881 (21 Stat. at L., p. 457, Sec. 2). 

The Act of July 14, 1870, above cited, contains the followin 
clause: “ Any bonds hereafter gate to said sinking fund, and all 
other United States bonds which have been purchased by the Sec- 
retary of the Treasury, with surplus funds in the Treasury, and 
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now held in the Treasury of the United States, shall be canceled 
and destroyed. . . . Any _ bonds hereafter applied to said sink- 
ing fund, and all other United States bonds redeemed or paid 
hereafter by the United States, shall also in like manner be re- 
corded, canceled and destroyed,” etc. 

This is an implied, if not a direct, recognition that the purchase 
of United States bonds with surplus moneys is a lawful use there- 
of. The second section of the Act of March 3, 1881, also cited 
above, is as follows: “That the Secretary of the Treasury may at 
any time apply the surplus money in the Treasury not otherwise 
appropriated, or so much thereof as he may consider proper, to 
the purchase or redemption of United States bonds; provided 
that the bonds so purchased or redeemed shall constitute no part 
of the sinking fund, but shall be canceled.” 

The requirements of law, that a fixed proportion of the existing 
debt shall each year be paid, render imperative the purchase or 
redemption of United States bonds. Other provisions of law cited 
permit the use of surplus moneys in the Treasury for the payment 
of the public debt. 


FRAUDULENT INDORSEMENT OF STOLEN CER- 
TIFICATE. 
UNITED STATES COURT OF CLAIMS. 
Arnold A. Kulb v. The Untted States. 


1. One who buys a United States certificate of deposit indorsed to the 
order of the owner, from whom it was stolen, and the indorsement erased 
so skillfully as not to admit of detection by the closest scrutiny, acquires 
no title thereto as against the owner. 

2. To buy a negotiable instrument at a price much below its market 
value is a suspicious circumstance, impeaching the good faith of the trans- 
action. 

3. The course of exchange between London and New York explained. 


OPINION. 


Richardson, J., delivered the opinion of the court: 

This suit was brought to recover the amount of a gold certifi- 
cate issued by the defendants, through the Assistant Treasurer of 
the United States at New York, for $5000, payable to the order 
of E. H. Birdsall, a subordinate of the Assistant Treasurer, and by 
him indorsed, bearing date November 14, 1866. 

The genuineness of the certificate is not controverted. The de- 
fendants refuse and resist payment to the claimant, because the 
ownership of the certificate having been claimed by another per- 
son, one Burr S. Craft, Congress passed an Act directing payment 
to be made to him, upon his giving a bond of indemnity, and he 
has been paid the full amount. 

The title to the certificate, as between the claimant and Burr S. 
Craft, is therefore the only question in controversy. 

The facts upon which the respective parties rely in support of 
their several claims of title, concisely stated, are these: 

Craft received the certificate for a valuable consideration, and in 
the ordinary course of business, in New York City, when it was in- 
dorsed in blank by the payee, E. H. Birdsall. He thereupon 
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caused to be written over the name of Birdsall the words, “ Pay 
to the order of Burr S. Craft.” 

On the night of the 18th and 19th of December, 1873, this cer- 
tificate, so indorsed, with others of like kind, was stolen from him 
in the city of New York, of which fact he immediately gave pub- 
lic notice, and he has never since authorized its sale or transfer. 
The ownership of the certificate by Craft up to that time is not 
controverted. 

On the 13th of February, 1879, Congress passed the following 
Act for his relief (20 Stat. L., 596). e gave the bond of in- 
demnity therein required, and was paid from the public Treasury 
the full amount of the certificate: 


CuHaAp. 66.—An Act for the relief of Burr 5S. Craft. 

Be it enacted, &c., That the Secretary of the Treasury be, and he js 
hereby, authorized and directed to pay to Burr S. Craft the sum of five 
thousand dollars in gold coin of the United States, in lieu of certificate of 
deposit numbered twenty-five thousand three hundred and_ seventy-eight, is- 
sued under Act of Congress, approved March third, eighteen hundred and 
sixty-three, by the Assistant Treasurer of the United States at New York, 
on the fourteenth day of November, eighteen hundred and sixty-six, for the 
sum of five thousand dollars, payable in the gold coin of the United States, 
to the order of E. H. Birdsall, and by the said E. H. Birdsall indorsed, 
payable to the order of Burr S. Craft, which said certificate, it is claimed, 
was lost or stolen on or about the eighteenth day of December, eighteen 
hundred and seventy-three ; 

Provided, That before the payment hereinbefore authorized, the said Burr 
S. Craft shall first file in the Treasury a bond in a penal sum double the 
amount of the said missing certificate, with sufficient sureties, with condition 
to indemnify and save harmless the United States from any claim because 
of the said lost or missing certificate ; which bond shall be executed in the 
same manner and form as required under section thirty-seven hundred and 
five of the Revised Statutes for the issue of duplicate registered interest- 
bearing bonds of the United States. 

FEBRUARY 13, 1879. 


On the 21st of October, 1879, more than thirteen years after this 
certificate was first issued, nearly six years after the robbery, and 
more than eight months after Congress had passed an Act which, 
after describing the certificate by date and number, and as having 
been indorsed “Payable to Burr S. Craft,” authorized its payment to 
him, it was purchased by the claimant, a banker and money 
changer, at his place of business in London, England, of one 
Braham, also a citizen of London, well known to the claimant. 

At the time of this purchase by the claimant the words “ Pay 
to the order of Burr S. Craft,” which had been written over the 
indorsement of Birdsall while in the possession of Craft, were not 
to be seen. Between the time of the robbery and of this pur- 
chase those words had been fraudulently erased by some _ person 
unknown, and so skillfully was the erasure made that no trace of 
those words could be discovered by the closest examination and 
scrutiny. 

How the claimant’s vendor, Braham, obtained possession of the 
certificate, or what was its condition when it came into his hands, 
does not appear. Although the claimant was well acquainted 
with him and knew his residence in London, he did not take 
his deposition, while he took the depositions of other persons 
there. 

The only question of law arising from these facts is whether, 
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under the circumstances, the claimant acquired a good title to 
the certificate as against Craft, on whose account the defense is 
made. 

It has long been settled as a general rule of law that a fraud- 
ulent change of the face of a promissory note, bill of exchange, 
or other written commercial instrument, by either adding, altering, 
or erasing any material words or figures, so as to give a different 
legal effect or operation to the contract from that agreed upon 
by the original parties, is not only a forgery, but one which ren- 
ders the instrument void or voidable as against the promisor, even 
in the hands of a Jdoua fide holder, who purchased it for a full 
and valuable consideration and without notice of the alteration. 
(2 Daniel on Negotiable Justruments, $§ 1373-1416; 2 Parsons on 
Notes and Bills, zd ed., 571, 584; Story on Promissory Notes, 7th 
ed., § 371, note; 6 Waz?t’s Actions and Defences, 469; Fay v. Smith, 
1 Allen, 477; Wade v. Withington, 1 Allen, 561; Cztzzens’ Natzonal 
Bank v. Richmond, 121 Mass., 110; Wood v. Steel, 8 Wall 8o. 

In some States it has been held an exception to the general 
rule that when the maker of a note or other commercial paper 
puts it in circulation so negligently and carelessly drawn as to 
leave room for easy alteration without defacing it, and without 
thereby giving cause of suspicion or fraud to the most careful 
examiner, he is not without fault himself, and having thus con- 
tributed means for the commission of the fraud, he has .been held 
to be bound by the alteration so made when the instrument had 
passed into the hands of a dona fide holder for valuable considera- 
tion without notice (2 Dandel on Negotiable /nstruments, §§ 1405, 1406). 

As where a note was written partly in ink and partly in pencil, 
and the words in pencil were fraudulently erased. (Harvey v. 
Smith, 55 Ill., 224; Elliot v. Levings, 55 Ill., 214; Szebel v. Vaughan, 
69 Ill., 257.) So where the maker left a blank after the words 
“one hundred,” and before “dollars,” and the word “fifty” was 
fraudulently inserted, he was held liable for the note as altered, on 
account of his own gross negligence and fault, on the principle 
that where one of two innocent persons must suffer, the loss 
should fall on the one who has furnished the opportunity. (Gar- 
rard v. Haddon, 67 Penn. St., 52; Zimmerman v. Rote, 75 Penn. 
St., 188; Brown v. Reed, 79 Penn. St., 370; Yocum v. Smith, 63 
lil., 321; Vicher v. Webster, 8 Col., 109; Rainbolt v. Eddy, 35 Iowa, 440.) 

But in Massachusetts the general rule is followed without such 
exception. It has been held there that the alteration of a promis- 
sory note by one of the makers, increasing the amount by the in- 
sertion of words and figures in blank spaces left in the printed 
form, avoids the note as to such makers as do not assent thereto, 
even in the hands of a éona fide holder for a valuable considera- 
tion. (Wade v. Whittington, 1 Allen, 561; Greenfield Savings Bank 
v. Stowell et al., 123 Mass., 196, where the leading authorities are 
reviewed.) There are other States, also, in which exceptions to the 
general rule in similar cases are not recognized. (Wazt v. Pomroy, 
20 Mich., 425; Holmes v. Trumper, 22 Mich., 427; Washington Sav- 
ings Bank v. Ecky, 51 Mo., 273.) 

These principles and the reasoning upon which they are founded, 
thus concisely stated, must be our guide in the consideration of 
the present case. 

The findings show that Craft was the owner of the certificate 
in controvery in 1873, that it was stolen from him, that at the 
time of the theft it had upon it an indorsement, “pay to the 














2 


620 THE BANKER’S MAGAZINE. [ February, 


order of Burr S. Craft,” and that before its purchase, six years 
afterwards, by the claimant, those words had been fraudulently 
erased. This erasure was a forgery of a material part of the in- 
strument, and, according to all authorities, had it been perpetrated 
upon the face of the note would have made it void as against 
the promisor, even in the hands of an innocent indorsee, who pur- 
chased for a valuable consideration without notice. There would 
seem to be no reason why the same rule should not apply to 
such a forgery upon the back of the instrument, and render the 
title thereto void as against the owner, who held title under 
the indorsement, who had never authorized its erasure, and who 
had not himself transferred the property. Commercial paper is 
sold in the market in many respects like other chattels, and pur- 
chasers must take the risk of the title as affected by fraud and 
forgery, relying, as in other cases, upon the warranty of their 
vendors, which is always implied in the sale of property. (enja- 
min on Sales, § 639.) 

In Wait v. Pomroy, 20 Mich., 425, Campbell, C. J., having under 
consideration the question whether or not the maker of a _ note 
which had been altered after its issue was responsible by reason 
of having himself left the contract in a form which could be 
easily altered, says: “But it was well suggested on the argu- 
ment, no one is bound to guard against every possible felony. And, 
practically, it is a matter of every-day occurrence to feloniously alter 
negotiable paper as successfully by changes on the face as by any 
other way. The public are not very much more likely to be de- 
frauded in one way than another. There can never be absolute 
safety, except in looking to the character and responsibility of the 
persons from whom such paper ts recetved, and who are always 
bound for the constderation, tf it zs forged.” 

The circumstances of this case are not such as to entitle the 
claimant to any exception to the general rule that forgery by ma- 
terial alteration avoids the validity of a note, even in the hands 
of an innocent holder, who purchased for valuable consideration 
without express notice of the fraud. 

As soon as the loss occurred Craft gave public notice, and sub- 
sequently Congress passed an Act for his relief, authorizing pay- 
ment to him. This Act was notice to the Treasury Department, 
whence the certificate was issued, and to the office of the Assist- 
ant Treasurer at New York, where it was made payable, if, indeed, 
it were not notice to everybody dealing in certificates of that 
kind. Inquiry at either place at the time of the purchase by the 
claimant, eight months after the passage of the Act, would Have 
revealed the claim of Craft. There was enough suspicion attached 
to the offer of sale to have induced a prudent man to make such 
inquiry, which, by means of the cable, he could have done in a 
few hours, and with small expense as compared with the discount 
offered. 

The buying and selling in London of exchange on New York is 
of such magnitude that bills of exchange, bankers’ certificates of 
deposit, checks on banks, payable in the latter city, and obligations 
against the United States Treasury in the form of bonds, cou- 

ns, &c., are staple articles of trade, with all the numerous bank- 
ing and exchange houses in that great commercial centre, and 
command a ready sale at very nearly uniform prices well known to 
sellers. 

Although commercial bills vary somewhat in price according to 
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the credit of the drawers, genuine certificates of deposit and drafts 
issued by the United States Treasury, like first-class bankers’ bills, 
are not subject to variation in market value on that account. 
They command the highest price, according to the rate of ex- 
change, which is published every day in the public journals, and 
may be known alike to all persons dealing in them, either as 
buyers or sellers. 

A person having a $5000 certificate of deposit from the United 
States Treasury honestly in his possession in London never need 
to offer it below its maket value as shown by the published rate 
of exchange, and to make such an offer would create suspicion 
against the validity of the certificate or the holder’s right to it. 

The claimant bought this certificate much below the market rate. 
By revised Statutes, section 3505, it is enacted that the value of 
the pound sterling for all payments into the Treasury shall be 
deemed equal to four dollars eighty-six cents and six and one- 
half mills, and that is supposed to be the relative intrinsic value 
of the pound sterling or sovereign of Great Britain, as compared 
with the gold coins of the United States, independently of the 
question of exchange between the two countries. Upon that basis 
the coin representative of the certificate was £1027 8s. 7d. Ex- 
change rarely or never varies more than one per cent. from that 
value one way or the other, because of coming into competition 
with the importation or exportation of coin, which always takes 
place whenever it can be done cheaper than bills of exchange 
can be purchased. Taking exchange at the point most unfavor- 
able to the seller, and this certificate ought to have commanded 
£1017 5s. 10%d. At that price, in the hands of an honest holder 
without suspicion, it would have found a purchaser at any first- 
class banking house in London. But the claimant bought it for 
£990, or a discount of about $150 below its market price. 

That the claimant did not take the testimony of his vendor, 
whom and whose residence he well knew, leaves the suspicious 
circumstances which are proved, unexplained. 

On the whole facts, we are of opinion that the claimant is not 
entitled to recover, and that his petition must be dismissed. 


es . > 8s a 


OVER-DUE DRaAFr.—A draft was without any explanation of the 
reason outstanding nearly five months after its date. Held, that it 
was overdue and dishonored so as to charge any one taking it with 
any defense or set-off which the drawer held against it in the 
hands of the holder. The cases are almost innumerable in which it 
has been held that paper payable on demand had been outstanding 
so long, when transferred, as to be deemed overdue and dishonored, 
so as to subject it, in the hands of the purchaser, to any detenses 
which the maker or drawer had against it in the hands of the 
payee; and in none of these cases is the question whether or not 
the paper had been, before the transfer, presented for payment: to 
the maker or drawee, referred to as at all material. Down v. Halling,. 
4 Barn. C. 330; First Nat. Bank of Newton v. Needham, 29 lowa 
249; Cowing v. Altman, 71 N. Y. 435; Sylvester v. Crapo, 1§ Pick. 
92; Ranger v. Carey, 1 Metc. 369; Herrick v. Woolverton, 41 N.Y. 
681; Story, Prom. Notes, § 207 and note; Thompson v. Hale, 6 Pick, 
258; American Bank v. ae. 2 Metc. 288; Carlton v. Bailey, 27 
N. H. 230; Parker v. Tuttle, 44 Me, 459; Nevins v. Townsend, 6 


Conn. 5; Camp v. Scott, 14 Vt. 387; Morey v. Wakefield, 41 id. 24. 
Le Duc v. First National Bank of Carson. Minn. Sup. Ct. | 
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ILLEGALITY OF SPECULATIVE CONTRACTS. 
UNITED STATES CIRCUIT COURT. DISTRICT OF KANSAS. 
Cobb v. Prell. 


When it is the intention of the parties to contracts for the sale of com- 
modities that there shall be no delivery thereof, but that the transactions 
shall be adjusted and settled by the payment of differences, such contracts 
are void. 

It is the duty of the courts to scrutinize very closely contracts for future 
delivery, and if the circumstances are such as to throw doubt upon the 
question of the intention of the parties, it is not too much to require a 
party claiming rights under such a contract to show affirmatively that it was 
made with actual view to the delivery and receipt of the commodity. 

As the evidence in this case establishes the fact that the parties did not 
intend the actual delivery of the corn contracted for, but did intend to 
speculate upon the future market, and to settle the profit or loss of de- 
fendant upon the basis of the prices of grain on the’ 3d of May, I8SI, as 
compared with the prices at which defendant contracted to sell, the con- 
tracts sued upon are void, and plaintiff cannot recover. 

McCrary, J.—It is an action at law in which the plaintiff claims 
damages for breach of contract. The complaint alleges that dur- 
ing the months of February, March and April, 1881, the defend- 
ant, who is a grain dealer, residing at Columbus, Kansas, author- 
ized the plaintiff, who is a commission merchant at St. Louis, Mis- 
souri, to sell for him certain quantities of corn, to be delivered to 
the party or parties to whom the plaintiff might sell the same, 
at the option of defendant, during the month of May 1881. The 
complaint further alleges that the plaintiff contracted for the sale 
of said corn to be delivered during said month of May, but that 
defendant failing to deliver said corn, the plaintiff having con- 
tracted to sell the same in his own name, was obliged to and 
did pay the damages resulting from such failure, to wit: the 
difference between the price of corn at the place of delivery 
on the 31st day of May, and the price at which defendant had 
agreed to sell and deliver the same, amounting in the aggregate 
to $2945.25, for which, with interest, he prays “judgment. 

The answer alleges that the contracts set out in the complaint 
were options or marginal contracts, and that said plaintiff well 
knew them to be such, and so made the contracts of sale of said 
corn, not expecting to receive of the defendant any portion of 
the amounts of corn for delivery, but expecting to pay any losses 
or receive any gains that might accrue for or against said defend- 
ant; that said contracts were made for the purpose of speculating 
on the rise and fall of prices, the plaintiff to receive commissions 
for said transactions; and that said contracts were mere wagers on 
the fluctuating of the price of grain in the market of the city of 
St. Louis. 

The case therefore turns upon the question whether or not it 
was the intention of the parties that the corn should be deliv- 
ered. If such was the Jona fide intention, then the plaintiff is en- 
titled to recover; but if, on the other hand, it was understood 
that the defendant was not required to deliver the corn, and that 
the transactions should be adjusted and settled by the payment 
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of differences, then the contracts were void, and the plaintiff can 
not recover. Upon this controlling element in the case, as 
might reasonably be expected, the testimony of the plaintiff and de- 
fendant is in conflict. Under such circumstances we are obliged to 
determine the controversy by reference to the actions of the 
parties in connection with the transactions and their contemporan- 
eous declarations, especially those in writing, having a bearing upon 
the subject. If we can learn from these what interpretation the 
parties themselves have put upon their own contract, we shall find 
a satisfactory guide in determining the case. 

The evidence satisfactorily shows that the plaintiff was largely 
engaged at and about the time of these transactions in dealing in 
options. He was also largely engaged in buying and selling grain 
for actual delivery. It appears that he adopted and had in use two 
blank forms, upon which statements of accounts were rendered to 
his dealers, one of which was used when the grain was actually de- 
livered, and the other when it was not delivered, and the settlement 
was made upon the basis of the differences. In the former state- 
ment, as might be expected, we find charges for freight, inspection, 
insurance, weighing, storage and commissions. These are charges 
which necessarily entered into the transaction where the grain was 
shipped and delivered. In the latter statements these items do not 
appear. They show only the number of bushels of grain bought, 
the price at which bought and the month of detivery; the price at 
which the same was sold and thg net loss or gain. There are in 
evidence thirty-four of these last-named bills, used in the settlement 
of option deals between June 26th, 1881, and July 30th, 1881, all 
representing transactions between plaintiff and defendant. Of the 
bills representing actual sales from the defendant to plaintiff between 
September 18th, 1880, and April 19th, 1881, there are fifty-seven; so 
that it appears that the course of dealing between the plaintiff and 
defendant was such that sometimes the grain contracted for was to 
be delivered, and at other times it was not to be delivered, and the 
transactions were to be settled upon tie basis of margins. It only 
remains to be determined whether the transactions in controversy 
belong to the former or to the latter class. If the question were to 
be determined upon the testimony of the parties themselves, conflict- 
ing as it is, in connection with the facts already stated, it would 
probably depend upon the question, upon which party rests the bur- 
den of proof? And I am inclined to the opinion that, without ref- 
erence to other evidence, the plaintiff would fail. 

It is the duty of the courts to scrutinize very closely these time 
contracts, and if the circumstances are such as to throw doubt upon 
the question of the intention of the parties, it is not too much to 
require a party claiming rights under such a contract to show af- 
firmatively that it was made with actual view to delivery and re- 
ceipt of the grain. Barnard v. Backhaus, 9 N. W. Rep. 595. 

It appearing that the parties were in the habit of dealing in op- 
tions, and the evidence being equally balanced upon the question 
whether these were option contracts or not, the court would be 
obliged, I think, to say that the plaintiff has failed to make out 
his case by a preponderance of evidence. But whether this be so 
or not, a reference to the written evidence, to be found in the cor- 
respondence of the parties at and near the time of the transaction, 
strongly corroborates the defendant. A number of letters, written 
about the time of these transactions, and evidently referring to 
them, are in evidence, and an examination of them will show that 
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the plaintiff was constantly insisting, not upon the shipment of the 
quantity of corn purchased by him, but upon the payment of mar- 
gins, either in cash or by'the shipment of enough corn to cover 
margins. February 11th plaintiff writes to defendant, referring to 
the transactions between the parties as “option deals.” April 22d, 
he writes, ‘We had to put up over $2000 on your deals,” &c. Ma 
2d, he says, “You must ship us Some corn as a margin.” May 7t 
he says, “If you can’t ship us any corn to cover margins, please 
send us $500.” May 18th, he writes, “We draw $500 on you. 
This is margins for your corn deals, which we hope you will pay. 
This will leave you about $300 behind to make corn deals up to 
market.” May 27th, he says, “ We have written you and drawn on 
you for margins.” 

Perhaps the most significant letters bearing upon this question are 
those of May 30th and 31st, the dates on which the time for the 
delivery of the corn expired. If it was a dona fide transaction, and 
plaintiff was expecting the delivery of the corn, we should expect to 
hear him, in these letters, complaining or expressing surprise that 
the time was about expired and the corn had not been delivered, 
But, on the contrary, a reference to the letters of those dates will 
show that the only complaint was that defendant had not furnished 
the margins. Thus, on May 3oth, plaintiff writes, “ We cannot carry 
these deals when you not only refuse to give us margins, but seem 
to pay no attention to our demands.” On the 3I!st plaintiff writes 
to explain the manner in which he had closed out the May corn, 
and expressing regret at the serious loss to the defendant, but says 
nothing to indicate that he expected the corn to be shipped. Upon 
all of the evidence I am of the opinion, and therefore find the fact 
to be, that the parties did not intend the actual delivery of the corn 
contracted for, but did intend to speculate upon the future market, 
and to settle the profit or loss of the defendant upon the basis of 
the prices of the grain on the 31st of May, 1881, as compared 
with the price at which defendant contracted to sell. Such being 
the fact, the law is well settled that the plaintiff cannot recover. 
Melchert v. Am. Un. Tel. Co., 11 Fed. Rep. 193; Gregory v. Wendell, 
39 Mich. 337; Péckering v. Cease, 79 Ill. 328; Barnard v. Backhaus, 
supra.—Judgment for defendant. 


--——— cae — 


SURETYSHIP — PARTNERSHIP NOTES— WITHDRAWAL OF PARTNER 
FROM FIRM.—Three partners, A, B and C, executed their firm notes 
to C, who indorsed the same, and the firm paid interest thereon 
until A withdrew from the firm, B and C taking al) the assets and 
assuming all liabilities. It was held that as between themselves, 
upon this state of facts, B and C became principal debtors, and A 
surety, upon the notes. It is a well settled principle in equity, that 
a surety, upon paying the debt to the principal, is entitled to be 
substituted in the place of the creditor as to all securities held by 
the latter for the debt, and to have the same benefit that he would 
have therein. 1 Story’s Eg. Jur., § 327; Warner v. Beardsley, 8 
Wend. 199; Lewis v. Palmer, 28 N. Y. 275/ Marsh v. Ptke, 8 
Sandf. Ch. 210; S. C., 10 Paige, §95; Webster v. French, 11 Ill. 275; 
Barnard v. Cushman, 35 id. 452; Snyder v. Spaulding, 57 id. 488. 
A surety, after the debt has become due, may without making pay- 
ment himself come into a court of equity and compel the principal 
to pay the debt. Hale v, Wetmore, 4 Ohio St. 600; Tankersley v. 
Anderson, 4 Dessau. Eq. 44; Crty of Keokuk v. Love, 31 lowa 199. 
Moore v. Topliff. MM. Sen. Ct. 
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LEGAL MISCELLANY. 


SUREIFYSHIP—EXTENDING TIME TO PAY BUT RESERVING RIGHT TO 
SUE, DOES NOT DISCHARGE SURETY.—The law is well settled that 
when the note of a principal debtor upon a bond is taken, pay- 
able at a fixed future time, the surety is not discharged if the right 
of immediate action upon the bond is reserved. See Brandt Surety- 
ship, $$ 318, 329; Paine v. Voorhees, 26 Wis. 522; United States v. 
Hodge, 6 How. 279; Wyke v. Rogers, 1, De Gex. M. & G. 408; Fox 
v. Parker, 44 Barb. 541; Clagett v. Salmon, 5 Gill & J. 314; Hagey 
v. //tll, 75 Penn. St. 108; Owen v. Homan, 13 Beav. 196; Price v. 
Barker, 4 El. & Bl. 760: Viele v. Hoag, 24 Vt. 46; Webb v. Hewitt, 
3 Kay & J. 438. /ones v. Sarchett. Lowa Sup. Ct. 


MONEY HAD AND RECEIVED FROM ONE PARTY FOR ANOTHER— 
WHEN DEMAND UNNECESSARY.—The defendant as agent for S and M, 
to pay their employees, deducted from the wages of the men the 
amount due from them severally to the plaintiffs on store account, 
and then retained in his own hands the sums thus deducted, alleg- 
ing that the plaintiffs were indebted to him to that amount, when 
in fact they owed him nothing. AHeéd, that the plaintiffs were en- 
titled to recover the gums thus retained by the defendant, in an 
action for money had and received, and that it was not necessary to 
show a demand before bringing the action. The case falls within 
the doctrine maintained in Ha// v. Marston, 17 Mass. 575, which has 
been affirmed and supported in many other cases. An action for 
“money had and received” is a most liberal action, and may be as 
comprehensive as a bill in equity. It was held in the case cited 
that the action may be supported without any privity between the 
parties, other than created by law, and that the law maay create both 
the privity and the promise. The broad ground is there taken 
that whenever one man has in his hands money which he ought to 
pay over to another, he is liable to the action, although he has 
never seen or heard of the party who has the right to it. This 
doctrine applies to all cases when no rule of policy or strict law in- 
tervenes to prevent. Freeman v. Otis, 9 Mass. 272; Hills v. Bearse, 
9 Allen 403; Lewzs v. Sawyer, 44 Me. 332. Keene v. Sage. Maine 


Sup. Ct. 


PAYMENT—NEGOTIABLE INSTRUMENT ACCEPTED IS NOT UNLESS 
PAID—TOWN DEBT.—-(1) The creditor of a town received from the 
treasurer a check in part payment of the debt, and a negotiable note 
signed “T. B. Swan, treasurer of the town of Minot,” for the balance.. 
Held, that the note, having been taken by the creditor under a mis- 
apprehension caused by the treasurer, was not evidence of a pay- 
ment fro tanto of the demand for which it was given, and that the 
town was liable on the original demand to the extent of such note. 
Melledge v. Boston Iron Co., 5 Cush. 158; Perkins v. Cady, 111 Mass. 
318; Appleton v. Parker, 15 Gray 173; Fowler v. Ludwig, 34 Me. 
455; Paine v. Dwinel, 53 id. 52; Strang v. Herst, 61 id. 15; Olcott 
v. Rathbone, 5 Wend. 490; Lverett v. Collins, 2 Camb. 515; Puckford 
v. Maxwell, 6 D. & E. 152, (2) Where the money is in fact paid 
over to the creditor on such a debt, and re-borrowed by the treas- 
urer on the credit of the town, and a note signed as above given 
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therefor, the creditor cannot recover the amount of such note of 
the town without showing that the money was in fact appropriated 
to the legitimate uses of the town. Bessey v. Unity, 65 Me. 347; 
Parsons v. Monmouth, 70 id. 262; Billings v. Monmouth, 72 id. 174. 
(3) A debtor who appropriates the funds out of which a check 
given by himself or his agent in payment of a debt is to be paid, 
and thereby causes the check to be dishonored, cannot afterward 
claim that there has been a payment by means of it. Atkinson v. 
Inhabitants of Minot. Maine Sup. Ct. 


NEGOTIABLE INSTRUMENT— STIPULATIONS IMPAIRING NEGOTIA- 
BILITY.— Stipulations written upon the face and on the _ back 
of a promissory note, the effect of which is to divide the sum 
represented thereby among three different owners held to de- 
stroy the negotiability of the instrument. The authorities are 
full and satisfactory to the effect, that though the agreement or 
written instrument may have to some extent the form of a prom- 
issory note, and may use in its body the conventional terms that 
ordinarily invest such instruments with the character of negotiabil- 
ity; yet if by a stipulation in the body of the instrument, these 
elements which give it negotiability are limited and qualified, the 
negotiability of the instrument is destroyed. Woods v. North, 84 
Penn. St. 407; S. C., 24 Am. Rep. 201; Farguer v. Fidelity Ins. Co., 
13 Alb. L. J. 330. It is also well settled that any memorandum or 
agreement of the parties written across the face, or on the back of 
the instrument contemporaneously with its execution, and intended 
and understood by them to constitute a part of the contract, is a 
substantial part of such note, and limits and qualifies it in the 
same manner as if inserted in the body of the instrument itself, 
and with it, constitutes a single contract. 1 Daniel Neg. Inst., 59, 
60-79-1149; Carlin v. Knealey, 12 M. & W. 139; Warrington v. Early, 
2 Ellis & Bl. 763; Hartly v. Wilkinson, 4 M. & S. 25; Benedict v. 
Cowden, 49 N.eY. 402; Leeds v. Lancashire, 2 Camp. 205; Springfield 
Bank v. Merrick, 14 Mass. 322; Barnard v. Cushing, 4 Metc. 230; 
Shaw v. Methodist Soc., 8 id. 223; Fletcher v. Blodgett, 16 Vt. 26; 
Jones v. Fales, 4 Mass. 245; Johnson v. Heagan, 23 Me. 329; Briggs 
v. Lapham, 12 Metc. 475; Smith v. Nightingale, 2 Stark. 375. Gold- 
man v. Blum. Texas Sup. Ct. 

RESCISSION OF CONTRACT—PURCHASE OF NOTE AFTER ATTACH- 
MENT.—The plaintiffs were the owners of a promissory note made 
by a firm in New Orleans. The note was sold by note brokers of 
New York to the defendant. On the same day, an hour before the 
sale of the note, an attachment, upon which their establishment 
was seized, was issued against the makers of the note by local 
creditors. The money received by the note brokers for the note 
being paid into court, the question remained whether the plaintiffs 
or the defendant, both parties being ignorant of the attachment and 
acting in good faith, should bear the loss. //e/d, that the defendant 
might rescind the contract for the purchase of the note and recover 
back what it paid therefor, on the same principle that the plain- 
tiffs would have been allowed to rescind had the note been paid 
for the day following in bills of an insolvent bank. The almost 
unbroken line of authority seems to establish the doctrine that if 
bills of a broken bank, or the notes of a party who has previously 
failed, are transferred in payment of a debt, both parties being 
ignorant of the failure and innocent of fraud, the creditor may 
repudiate the payment upon a tender or return of the dishonored 
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note, and recover the amount due. It is a mutual mistake of fact. 
Lightbody v. Ontario Bank, 11 Wend. 9; Ontario Bank v. Lightbody, 
13 id. 101; Young v. Adams, 6 Mass. 182; Thomas v. Todd, 6 Hill, 
340; Harley v. Thornton, 2 id. (S. C.) 509; Fogg v. Sawyer, 9 
N. H. 365; yy v. Braley, 10 Ohio St. 188; Roberts v. Fisher, 
43 N. Y. 159; Baldwin v. Van Duesen, 37 id. 487; Houghton v. 
Adams, 18 Barb. 545: TJownsends v. Bank of Racine, 7 Wis. 185; 
Leger v. Bonnaffe, 2 Barb. 475; Stewart v. Orvis, 47 How. Pr. 518; 
Harris v. Hanover National Bank. U. S. Circ. Ct., S. D. New 
York. 


CURRENT EVENTS AND COMMENTS. 
FIGURES FROM THE CENSUS. 

The total number of business enterprises in the country, whether 
in the hands of one man or a corporation, June 1, 1880, was 703,328. 
The amount of capital in business at that date was $4,199,199,833, 
and the value of real estate owned or occupied by the business and 
manufacturing enterprises referred to was $ 3,269,229,044; total, 
$ 8,177,505,862. Of this total, $1,158,245,050 is the capital and prop- 
erty of incorporated manufacturers. 

New York stands at the head of the States in which this business 
and industrial wealth is located, its share being $1,822,000,0c00. Mas- 
sachusetts easily takes the second place with $1,041,000,000. The 
largest States are as follows: Pennsylvania, $867,000,000; Ohio, 
$ 595,000,000; Illinois, $486,000,000; ichigan, $ 300,000,000. The 
North-eastern States claim 20% per cent. of the aggregate capital; 
the Middle States, 3414; Southern States, 10%; the Western States, 
30; and the Pacific States not quite 4% percent. In the value of 
the capital to each trader, manufacturer and corporation, the largest 
is Massachusetts—$ 27,000; Rhode Island second, $21,000; Connecti- 
cut third, $19,200; New York fourth, $17,200; Maine has $92,616,- ~ 
000 invested in business, and 11,672 traders. 

CONSUMPTION OF GOLD IN THE ARTS. 

The consumption of gold far other than monetary purposes has 
more than quadrupled in thirty years, and has quite trebled in 
twenty years. It is more than five times what it was a century ago, 
when gold was used for personal ornament to a greater amount 
per capita than to-day. The great mass of gold which has flowed 
from the mines has been absorbed in the same opulence and lux- 
ury of the times which has swallowed up the flood ot genuine 
gems, great in volume beyond any former precedent and almost 
outnumbering the pasty jewels of the glassmaker’s art. Five-sixths 
of the current production of gold is absorbed in the arts and 
manufactures of the Western orld and in British India. A part 
of the remaining sixth is lost by the wear of coins, the forgotten 
hoards of misers, and in war, shipwrecks and fires a great propor- 
tion is lost and destroyed. It is possible that the production of 
gold may increase. It is also possible that it may decrease, as it 
actually has been decreasing for many years; but there is no un- 
certainty about the consumption, which is sure to grow with the 
growing opulence and luxury of the world. The consumption of 
the precious metal has been trebled within the past twenty years, 
and if it only doubles within the next twenty years it will exceed 
the production. 
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DRAINING LOUISIANA SWAMP LANDS. 


“A few months ago,” says the New Orleans 7zmes-Democrat, ‘a 
Mr. Watkins made a large purchase of lands from the State, 
amounting to nearly 1,000,000 acres, situated in the parishes of 
Vermillion, Cameron, and Calcasieu. They consisted of overflowed 
and swamp lands, and were wholly unsettled and _ uninhabited. 
Mr. Watkins announced at the time that his motive in making 
this purchase was to-improve these lands, open them for agricul- 
tural purposes, and sell them to settlers. he company engaged 
in this task has a capital of $2,500,000 invested in England and 
this country, and is fully prepared to carry out its undertaking. 
It has already provided itself with dredge-boats, steam-plows, and 
other machinery necessary for the work, and is prepared to begin 
it at once. We have heard much of the Disston purchase in 
Florida, and the wonderful results to be accomplished by the 
drainage and redemption of Southern Florida. The enterprise un- 
dertaken in Louisiana by this company, of which Mr. Watkins is 
the manager, is fully as important and valuable. The country it 
is proposed to improve and develop stretches along the Gulf for a 
distance of 100 miles, extending inward thirty miles. It contains 
as fertile land as any in the world; but it is, for all this, a dis- 
mal, uninhabited swamp to-day. In a few years, however, it will 
bloom like a garden.” 

BRITISH SPECULATORS. 

The stock and grain speculators of Great Britain occasionally get 
hard raps from the press, as witness the following from the Brétish 
Mercantile Gazette: Outsiders have but the faintest possible idea of 
the ruin caused by the abuse of speculation. In the old days at 
Crockford’s gambling hell, play wis remarkably high, and public 
opinion abolished the nuisance. But all the mischief of the hells of ° 
St. James’ was child’s play compared with a fortnight’s hazard in 
Capel Court. For instance, there is in existence barely Z 1,800,000 worth 
of Brighton A, yet it frequently happens that over £50,000,000 of 
differences are cleared on a busy settling day. This, of course, 
means that wagers on the rise or fall under the false pretense of 
buying or selling stock, have reached a yet more formidable amount. 
Again, Mexican ordinary figures in the share list is about £ 1,250,- 
ooo stock, yet at last monthly settlement 25,000,000 or 30,000,000 
sterling had to be adjusted. Our forefathers who fulminated against 
the “infamous practice of stock jobbing,’”’ would turn pale at the 
modern refinements of speculative art. 


SAN DOMINGO'S SALT MOUNTAIN. ° 


The salt mountain of Nevba, in the Island of San Domingo, is a 
remarkable natural curiosity. It is a solid mass of crystalline salt 
nearly four miles long. It is near the town of Salina, about fifteen 
miles from the south coast of the island. The natives have mined 
salt from it for hundreds of years. At one point there is a palisade 
of pure white salt rising almost perpendicularly to a height of sixty 
feet, affording a vertical area of about three thousand square feet of 
salt without a seam or crevice, and as sound as a block of marble. 
The salt can be seen cropping out in spurs from the mountain, and 
at places where the rains have washed away the overlaying soil. 
The mountain is estimated to contain 1,267,200,000 cubic feet, or 89,- 
337,600 tons of salt. The salt is exceedingly pure, containing only 
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two per cent. of foreign matters. It can be cut out in huge blocks 
as hard and as clear as crystal. Type can be read through a solid 
foot of some of these specimens. The mountain, geologists say, was 
once a plain at the bottom of the sea, and, as the island rose from 
the ocean, this plain formed the bottom of a shallow lagoon, where 
the salt was deposited. 


RUSSIA N INDUSTRIES. 


In Unsere Zeit for September, Dr. W. Eras gives his impressions 
of the development of manufacturing ~ sega in Russia between his 
visits to that country in 1877 and 188o. he number of works of 
all kinds has considerably increased, and skilled workmen are even 
higher paid than elsewhere; but the proportion of skilled workmen 
to the whole laboring population is small, and the condition of the 

icultural laborers he considers wretched in the extreme. After re- 
viewing the results of Russian manufactures as seen at the Moscow 
Exhibition and Nishni-Novgorod fair, he advises his countrymen not 
to try a retaliatory tariff war. He reminds them that Russia has 
cheap sea transit, accessible both in the north and south, and could 
much more easily —— with a German market than Eastern 
Germany can with a Russian market. The high Russian tariff has 
already had a very considerable effect in decreasing German exports, 
and encouraging the Russian iron trade. 


INDIA INDUSTRIAL CENSUS. 


British journals bring interesting details of the industrial census 
of India in 1881. The total population of the country is 253,891,- 
821, and of this enormous number only 85,544 persons are British- 
born subjects, and 56,646 are soldiers and 12,088 females. Practi- 


cally less than 17,000 male civilians, wielding an army of 56,000. 


men, control the vast empire. The whole number of Europeans 
returned is only 146,612. The occupations of 102,629,000 persons 
are defined, and of these 71,199,000 are engaged in agriculture or 
the care of animals. In industrial occupations 21,041,000 persons 
are engaged, 12,859,000 males and 8,182,000 females. The workers 
in cotton and flax number 5,485,455; in clothing, 2,815,280; in 
vegetable food, 3,165,429; in stone, clay and earthenware, 1,850,974; 
in houses and buildings, 836,453; in gums and resins, 762,526; in 
bamboo, cane, rush, straw and leaves, 680,732; in gold, silver and 
precious stones, 472,956; and in iron and steel only 473,361. En- 
gaged in the work of government, national, local and municipal, 
are 1,843,000 persons, of whom 315,000 are classed as belonging to 
the army. The professional classes embrace 1,451,000 persons. It 
is interesting to notice how widely the proportion of persons en- 
gaged in these several departments in India differs from _ that 
which prevails in Western nations. On the other hand, it will be 
a surprise to many to learn that in the distinctively manufactur- 
ing employments as many as 12,500 persons are engaged in In- 
dia, though that proportion—about one in eight of the persons em- 
ployed—is considerably less than in this country. One would sup- 
pose that 5,500,000 workers in cotton and flax ought to be able 
to supply the population, without the importation of such a vast 
quantity of goods as England sends; but the manufacture is mainly 
by processes far less effective and economical than those used in 
the Western nations, though the manufacture by machinery has of 
late grown rapidly in India. 
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BOOK NOTICES. 


A Treatise on the Law of Collateral Securities as Applied to Negotiable, 
Quasi-Negotiable and Non-Negotiable Choses in Action. By WILLIAM 
COLEBROOKE, Chicago: Callaghan & Co., 1883. 

This is a valuable work. The principles relating to collateral security are 
of constant application. The work begins with a definition of the terms 
‘‘ collateral” and ‘‘ collateral security,” followed by a statement of the prin- 
ciples relating to negotiable instruments, bills of exchange and promissory 
notes, bonds and coupons, notes and mortgage securities, and the rights, 
duties and liabilities of the holder, creditor, surety, accommodation acceptor 
or indorser, or guarantor, holding collateral securities from the principal. 
These matters are first considered. The second class of subjects covers 
documents of title, which are, by commercial usage, quasi-negotiable, certifi- 
cates of stock, bills of lading, and warehouse receipts, and the rights of 
stock and other brokers, dealing under the usages of exchanges with the 
collateral stocks and other securities of their customer, and of the factor as 
pledger. Besides these classes are non-negotiable choses in action, and 
equitable assignments of funds available as collateral More than _ four 
thousand cases have been cited. The work is sure to fill a very important 
place in the law library, especially of lawyers who are devoted to the mer- 
cantile branch. | 
A Manual of Jnvestment, Yacts and figures concerning Southern Invest- 

ment securities. 

This is a pamphlet issued by Mr. John L. Williams, banker and broker 
at Richmond, Va. It affords valuable and timely information as to the State, 
city railroad and other securities of Virginia and North Carolina, and of the 
bases upon which their respective values may be estimated. 


The Silver Dollar, the Original Standard of Payment of the United 
States of America, and its Enemies. By HENRY CAREY BAIRD. Phila- 
delphia: Henry Carey Baird & Co. 


Taxation: a Plain Talk for Plain People. By JAMES HH. CANFIELD, 


New York: Society for Political Education. 


Proceedings of the Convention of the American Bankers’ Association, held 
at Louisville, Kentucky, October 10th and s1th, 18837. New York: 
Published by the Bankers’ Publishing Association, 1883. 


The Genesis of a New England State. (Connecticut.) By ALEXANDER 
Jounston, A. M. Baltimore: Published by the Johns Hopkins’ Uni- 
versity. 














INQUIRIES OF CORRESPONDENTS. 


INOUIRIES OF CORRESPONDENTS. 


ADVPRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. © 


I. Drarrs PAYABLE ‘‘ IN EXCHANGE.” 


Having read with interest the communications regarding checks or drafts 
payable ‘‘in exchange,” and your replies thereto in January and previous num- 
bers of the Magazine, I desire to state to you my views on this subject, 
and as the question arose from paper made payable at this bank, I trust you 
will pardon the intrusion. : 

The question was not stated quite fairly at the outset by your Salina cor- 
respondent, for it represented the drafts as being drawn on the bank, which 
was not the case, though I do not think it material. 

The facts are simply these: the principal stockholders in this bank have 
large cattle interests further west, and in buying cattle instruct their agent 
or buyer to draw on them at this bank, payable in New York or Kansas 
City Exchange. 

Now the position I take is this, that if it is satisfactory to the party of 
whom the property is purchased to have the drafts drawn in this way, third 
parties, or collecting banks, have no right in law or equity to dictate terms 
of payment when presented, as the instrument itself is not misleading or 
vague, and all they have to do, if they do not wish to handle it according 
to its expressed terms, is to refuse it; that they have no right to demand 
currency, and. protest if not so paid, and that any collecting agent, bank or 
notary would be liable in damages for protesting paper of this kind if ex- 
change was tendered in payment. 

I hold further that if the stockholders of this bank, by drawing drafts in 
this way, can save to the bank express charges on currency (which in this 
country is no small item) that it is their duty as well as right to do it, and 
as before stated, no one has a right to complain of the practice if satis- 
factory to the parties to the original contract. 


REPLY.—We agree with our correspondent that collecting banks have no 
right to dictate the terms of payment, and that their only remedy is to re- 
fuse to handle the paper. This remedy we would advise them to avail them- 
selves of. For the mere fact that it may be convenient to the parties to make 
their drafts in this form, furnishes no reason why the drafts should be treated 
by banks as commercial paper, and dealt with as such, any more than if they 
were made payable in grain, manufactured goods, or any other commodities 
useful to the sellers of the cattle, to whom the drafts are given. We do not 
think, however, that any one would be liable for protesting the paper under 
the circumstances siated. In our view it is not negotiable paper, and not 
subject to protest, which under any circumstances would be an idle and use- 
less ceremony. We do not see, therefore, how any one would be injured by 
it. It may be that a bank, which undertakes to collect paper drawn in this 
form, would be liable to the owner for refusing to accept exchange tendered 
in payment, if any loss to the owner is caused by such refusal; and, so, 
doubtless, it would be, if it undertook to collect a draft payable in cattle 
and refused to accept cattle, when tendered under similar circumstances. 
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II. SHOULD A DISHONORED DRAFT BE HELD UNTIL DUE? 


A draft at three days’ sight on a firm in this place comes to us from a 
bank in C., with the following letter : 

**We inclose for collection, N. P. N. A., No. 4376, on Brown & Jones, 
$ 500.” 

Acceptance was refused, and as the ‘‘ no protest” was for ‘‘ non-acceptance”’ 
only, we handed the paper when due and unpaid to the notary. The Bank 
of C. refuses to credit the protest fees, on the ground that when accept- 
ance was refused it was our duty to return the paper at once. 

We claim that the draft was sent to us for collection, and not for ac- 
ceptance only; and that under the instructions of their letter we could have 
been holden for negligence, had we not protested it at maturity. Which is 
right ? 

Rep_y.—The Bank of C. is right. The dishonor of the draft was complete 
when acceptance was refused, and due protest for non-acceptance was necessary 
to hold the drawer and indorser. By the omission to protest for non-accept- 
ance, in accordance with the instructions contained in the letter, the drawer 
and indorser were discharged from all liability. Protest for non-payment was, 
therefore, unnecessary and useless, and the C., Bank cannot be held liable 
for the expenses incurred in making it. There .is nothing in the letter 
which justified the protest for non-payment; and it is, as we understand it, 
proper and in accordance with banking usage, in cases of this kind, to re- 
turn the paper at once after acceptance is refused, and not to hold it until 
due and present again for payment. 


III. IDENTITY OF DRAWEE. 


A bank issues a draft to the order of John Jones. Another John Jones 
receives it, and an innocent bank cashes it. Who loses the money? 


REPLY.—The ‘‘innocent’‘ bank, unless it can recover from the fraudu- 
lent J. J. 


A SINGULAR BEQUEST.—The late Joseph Arnold, who was for a very 
long time cashier of the Birmingham (Conn.) National Bank, has willed to 
the town of Derby thirty shares of the bank’s stock, ‘‘ which, with the ac- 
cumulations and increase of the same, shall be held and allowed to increase 
and accumulate until such principal and accumulations shall equal and be 
of the value of $5,000,000, and when said trust fund shall reach this 
amount, if said town of Derby shall be free from indebtedness, except such 
as may have been contracted for ordinary expenses,” then the money is to 
be paid over to the town. The stock is now worth $4,500, and the town, 
according to the giver’s terms, will not come into possession of the fund 
for 150 years. Among other remarkable traits Mr. Arnold was noted for 
a powerful memory. The following illustration of it is related. A few 
years ago a public reader then in vogue read Longfellow’s ‘‘ Hiawatha.” 
Such an impression did the poem make upon Mr. Arnold’s mind that after he got 
home he repeated it from beginning to end without mistake, and he never 
forgot it. One day he chanced to mention to a friend that when a boy 
he once read through the first chapter of the Gospel of St. Matthew, and 
he had never seen it since. Yet he said that he could repeat it then word 
for word, which he proceeded to do (his friend holding the book), hard 
genealogical words and all, correctly. 

















1884. | 


FAILURES FOR 1883 


COMPILED BY 


No, in 1883. 


Business 


No. Fail. 
im 1883. STATES & TERRITORIES. ures. 


EASTERN STATES. 

















R. G. 








Amount 
o 














FAILURES FOR 1883. 


633 


AND TWO PREVIOUS YEARS. 
DUN 


& CO, 
1882. Amount 1881. Amount 
ail- 20 No. Fail- 

















0. M7) 
Liabilities. ures. Liabilities. ures. Liabilities. 











59,15 . Maine,......ccccces bnednees eves 223 2,253,110 . 61 . 942,014 - 76 - 442,708 
7.813 - New Hampshire...... esecscesse 9+: OCS. ll Oe... 6s ee 
| ae coos 45 - 5724,263 - 39 - 147,348 . 22. 155,000 

42 447 § Massachusetts...... etree eees 391 4,560,833 - 327 . 2,888,161 . 319 - 3,835795 
. 1 Boston City...... nknidintian 235 . 20,908,858 . 107 . 6,064,450 97 + 37850,45° 
5,925 - Rhode — bevesceuede a re 3,251,792 - 96. 2,155,419 - 77 + 1,612,011 

34,292 - COMMECTHICUE ....cccccccccccscces 289 744,242 - 88 . 898,963 . 130. 836,788 

90,331 - Total Eastern States.......... 1,197 - 379863,897 - 772 - 13,491,400 . 772 .11,071,156 

MIDDLE STATES. 

+ CO To.  ccndenneeeepec 585 . 10,794,708 - 444 - 75844,217 - 429 . 4,851,074 

41,297- New York City and. Brooklyn. 545 . 28,210,225 . 455 - 21,212,308 . 388 .14,674,314 

23,949 + New Jersey ......ceccceees sees 21. 2,182,425 . 113. 1,871,998 - 77 - 4,530,346 
70,906 - Pennsylvania................+.. 531 - 10,062,071 - 431 - 5,655,815 . 250 . 1,853,522 

33,503 - Philadelphia City............. 174 + 3,509,349 - 109 . 4,005,887 . 134 - 4,341,787 
Pe ccceceseateces coves soc) Bs 757 12. 79,400 . 7+ 73,200 

14,493 - Maryland .........0....eeeeeees 127. 1,864,502 So . 1,261,140 . 75 . 2,484,991 
3,131 - District of Columbia...... ..... 38 . 278,497 * 154,887 . 2. 109,304 

262,021. Total Middle States.,......... 2,136 + 57,108,534 -1,667 . 41,385,652 .1,372 -32,924,538 
SOUTHERN STATES. 

Rees Wie, oo vcicc ccc cccees ecceere. 234 + 1,648,815 - 137 - 2,235)299 - 98 670,583 
7,545. West Virginia.......... cosseces 55 + 407,053 - 45 - 389458 - 41 .- 188,233 
9,908 - North Carolina. ........ccccces - 4384 - 3,357,806 . 134. 931,822. 83 591874 
6,120 . South Carolina...... Seecccee os 93 - 1,151,666 93 - 908,542 go . 684,558 

11,537 - Georgia........ cecccccccccocces 383 + 2,880,839 . 3238 - 1,990,863 . 132 . 2,379.548 
in te wcgeasenecekasense % 297,077 - 17. 167,320 . 16 223,352 
Ne PD ccasideacedeosoes 2660 55 - 650.710. 85 . 1,188,276 . 104 . 2,041,340 
8,216 . Mississippi ..........ccccccese «+ 451. 2,658,722. 197 . 2,335,957 - 153 - 19942,129 
tt? PE cous <cceecasecece sews 177 + 35335;078 . 178 . 3,162,948 . 106 . 1,604,577 

18,857 . Texas........ ceeccccesesecescss 320. 3,057,865 . 204 . 1,644,254 - 234 - 2,713,920 
G,853 - Arkansas........000.0. scccccee 84 596,723 - 95 - 754724 - 102. 952,532 

19,869 . Kentucky....... pnd eeue'svenses 154 1,667,727 . 131 . 3,716,096 . 93 . 1,083,413 

hs Wine 6566 cdseeseneces coos 220. 974,326 . 164 . 1,632,864 . 187 . 1,393353 

135,159. Total Southern States.... .... 1,844 . 19,785,607 .1,618 . 20,998,123 .1,439 .16,46y,412 
WESTERN STATES. 

61,921 ° i ag. Drekatencéddceesuonsveececs 536 . 10,485,273 - 288 . 2,686,817 . 187 . 1.292,067 
’ Cincinnati City....... a 1,765575 - 47 - 765,734 - 48 - 1,507,806 

9,053 - Indiana .... 60.00 eddesecnsase 270 3,426,182 . 124 . 1,688,565 - 78 . 683,280 

60.06 eee eeeeecsess coos 328 . 3,188,733 . 158 - 1,193,740 - 108 . 585,718 
sated! Chicago City. idpehesdondansa 277 . 13,203,279 . 103 + 2,239,584 - 37 - 1,980,700 

Ss i cecenvecdvcssosesson 275 4:347;095 - 189 . 1,456,870 . 209 . 1,750,832 

BEG. WROCOREIR.. ccccccccceseves occee 6898 2,867,432 . 97 - 1,106,942 . 77 - 1,469,616 

29,119 . lowa......... Sse artiie hikbeweedee 420 2,249,051 . 194 - 1,415,773 - 75 - 920,601 

SRS, DOIOEE, on. ccheceseosene ine ae 1,129,882° Jo . 355,999 - 73 + 391,827 
ae EE tk et eecwcchedbocte 155 885,669 . 223 . 1,446,450 . 163 . 1,062,720 

39,231 | St. Louis City. Hidecctcocsbun 71 2.252 262 . 79 . 2,701,720. 55 . 1,878,331 

BG/G77 .« TAMERS... 00s ccccccces bevekeiaeee 161 726,670 . 267 . 1,510,967 . 262 . 1,704,810 
9:393 . INGDERGER . i ccccceseccicces cones.) a 350,700 . 113. 450,023 . 132. 360,415 

322,877. Total Western States....... ++ 29961 . 46,878,403 .1,950 . 19,019,175 -1,504 .15,594,732 
PACIFIC STATES AND TERITORIES. ° 
289 . Indian Territory....... eececeses — —  .=— —_ . —. — 

eg Cc vcn ends coseeseesesecess 93 955,106 . 35 193,500 . 33. 296,214 

sina * eon ienenwenteeneds sacsc Se 19599,600 . 237 1,552,000 169 . 1,437,000 
9305 San Francisco City . Seasacede 148 2,832,300 . 138 . 2,195,000 . 106 . 1,353,000 
ice ccga tone bash nee ne 182 1,986,664 . 169 . 1,260,191 . 97. 687,479 
3.413. Nevada .....c00 .. eenes oceanws 35 310,200 . 29. 182,200 . 24. 267,000 
Es TEs nok ace ese paeudedceens ae oe ln ol oe 
aoa3.. New BMexicd.......ccce. « cece —-. 5445324 - 12. 135,500 . 4< 51,500 
629. Wyoming ..........-. pevosees eee a. 1%300 . —. — i . 2s 4,000 
i Pi ccceteregue cases oes neeese 8. 193,300. 5. 1500. 4. 63,000 

8,256. Dakota....... secon « 90. eacedees go . 1,075,780 . 33 - 194,952. 12. 121,108 

S068 . MEGWIBER.... ccccccce cecccece we 9380008. 7. 71,000 4 + 68,000 

2,277. Washington ............ eesecces 50 546,837 20 128,300 12 . 99,593 
946. Arizona.......... séoveseccoesee | 6 582,100 31. 454,000 18 . 630,000 

i Pid bide ccordancvess ces sane _— — _— — . — 

$3,605. Total Pacific States & Territ’s 1,046 . 11,239,733 . 731 . 6,653,214 . 495 - 5,096,004 

963,993 . Grand totals ........... eves Q184 «172,874,172 .9,738 .101,547,564 .5,582 .81,155,932 
65,452. Dominion of Canada............ 15384 . 15,949,361 . 787 . 8,587,657 . 635 . 5,752,207 
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BANKING AND FINANCIAL ITEMS. 





“ASSIGNED! {BONDs.—The ‘Treasury Department is receiving daily called 
bonds bearing assignments witnessed by cashiers or presidents of National 
banks, but not verified by the bank’s seal. Heretofore the signatures of 
bank officers have been certified by Treasury officials after comparison with 
the signatures on file in the office of the Comptroller of the Currency and 
known to be genuine. It has been decided, however, that this practice in- 
volves too much risk, and hereafter when the seal of the bank is missing 
the bonds will be returned to the senders. 


CALL OF Bonps.—Secretary Folger issued on January 17th a call (the 
125th), maturing March 15th, for $10,000,000 of three-per-cent. Govern- 
ment bonds, numbered as follows, all numbers being inclusive : $50—Original 
No. 504 to original No. 846; $100—Original No. 4893 to original No. 5446, 
and original No. 9465 to original No. 9469; $500—Original No. 2140 to 
riginal No. 2353, $1000—Original No. 15,615 to original No. 16,450, and 
original No. 22,666 to original No. 22,675; $10,000—Original No. 23,821 
to original number 24,725. 


THE House COMMITTEE on Banking and currency, on Jan. 29th, by a 
vote of 8 to 4, adopted a resolution declaring it the sense of the Committee 
‘*that the public welfare demands that the benefits of the National Bank- 
ing system be substantially preserved and continued for the time being, pro- 
vided that this resolution shall not be construed to be a declaration in favor 
of the perpetuation of the public debt.” The negative votes were cast by 
Messrs. Buckner, of Missouri; Brumm, of Penna.; Miller, of Texas; and 
Yaple, of Michigan. 


NEw York.—A bill is now before the Legislature to amend section 435 
of the Penal Code, which reads as follows. 

‘“A person who, with intent to affect the market price of the stocks, 
bonds, or other evidences of debt of a corporation or association, knowingly 
circulates any false statement, rumor, or intelligence, is punishable by a fine 
of not more than $5,000, or by imprisonment for not more than three years, 
or both.” 

The proposed amendment strikes out the word ‘‘ knowingly,’’ thus making 
it a penal offence to circulate any false report to affect values. : 


A New AFTERNOON DAILY newspaper devoted to commercial and financial 
interests has been established in this city, the first number to appear Feb- 
ruary 15. Especial strength is given to this undertaking by the controlling 
interest in its stock being held by prominent merchants in various branches 
of trade. The editorial management is such as assures for its columns 
independence and life. The name of the new journal is Zhe Dial, and 
its price two cents per copy, or five dollars a year. 


IN vIEW of the present state of the money market, the fact is significant 
that members of the Cotton Exchange have been notified by the Farmers’ 
Loan and Trust Company and the Bank of the State of New York, that 
after the 1st of February only two per cent. instead of three per cent. will 
be allowed on margins. 

COMPTROLLER KNOX has recently received a letter from Napier, New 


Zealand, requesting copies of his report, and enclosing an editorial from the 
Hawkes Bay Hera/d, which highly praises the national banking system of the 


United States. 
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CoLorADO.—Three failures of banks occurred at Leadville in January. 
The first was that of the City Bank, which made an assignment on the 
18th to D. H. Dougan. This was formerly the private bank of C. C. 
Howell, and was incorporated in 1880 With a capital of $25,000, which was 
afterwards increased to $100,000. Mr. Howell, who was formerly President, 
became embarrassed early in 1883. The bank has since been in difficulty. 


On January 23 the First National bank of Leadville closed its doors after 
a heavy run. The President De Walt and Vice-President Finn of the bank 
left the city in a carriage at daybreak on that morning. There is much 
talk of irregularity in the accounts, and the failure is generally believed to 
be a very bad one. The deposits probably aggregate $325,000, with few 
tangible assets. Comptroller Knox, upon receiving information of the failure 
of the bank, requested N. P. Langford, National Bank Examiner, who was 
at Denver, to proceed to Leadville and make an examination of its affairs. 
A dispatch jwas received by Mr. Knox from the examiner, on _ twenty- 
fourth, stating that he is in charge of the bank, and that an officer of the 
bank has absconded with important books. 

After a heavy run by depositors the Merchants and Mechanics’ Bank of 
Leadville suspended on January 30. ‘The property was immediately attached 
for $37,000, more attachments following. No estimate of the liabilities or 
of what the bank will probably pay is at present obtainable. 


CONNECTICUT.—A resolution has been offered in the Connecticut Senate 
directing the Bank ‘Committee to inquire whether legislation is advisable to 
compel Savings banks directors to pay more dividends to small depositors 
than to large depositors. Such action is now permissable, but very few of 
the bank officers exercise their power. 


BONDED WHISKEY BILL.—KRepresentative John A. Anderson, of Kansas, 
who has taken much interest in the extension of the bonded whiskey period, 
was asked not long ago what he thought of the bill introduced by Mr. 
Willis, of Kentucky. He answered: I am against it. I was opposed to the 
measure last session, and shall use all honest and parliamentary means in 
my power to defeat it. Did you ever stop to think what they are asking 
us to do? Let me show you. According to the report of the Commissioner 
of Internal Revenue there was remaining in distillery warehouses October 
Ist, 1883, 73,405,261 gallons of whiskey. Now, the distillers ask for an 
extension of two years to pay the tax on that whiskey. According to law 
it ought to have been taken out of bond on the Ist of December last. 
The request of the distillers amounts to a_ loan from the Government to 
them of $132,592,103. You see the tax is ninety cents per gallon. That 
would be $66,061,824. Double this and we have $132,129,649. Add to 
this interest on the money at 344 per cent. per annum and we have a 
grand total of $ 132,592,103. That sum they want the Government to loan 
them for two years, and at the end of two years they propose to take the 
whiskey out by paying ninety cents per gallon tax on all that has not been 
lost by leakage and evaporation, which, at a rough guess, would lgse to the 
Government at least $ 500,000, and at the same time benefit the whiskey men 
$ 30,000,000 by reason of the increase in value in their whiskey on account of 
age. 

SALEM’s BANK CASHIERS.—Salem has probably the oldest bank cashiers in 
Massachusetts, if not in the United States. Mr. William H. Foster, who 
has just entered upon his 87th year, has been fifty-nine years in the service 
of the Asiatic National Bank, of which fifty-six have been as Cashier; Mr. 
Edward H. Payson has been for fifty-seven years Cashier of the First Na- 
tional Bank, formerly the Commercial; and Mr. Joseph H. Towne has 
just closed a service of forty years with the Naumkeag National Bank, of 
which thirty-three were as Cashier.—Soston Transcottt. 


NEW HAMPSHIRE.—Ex-Gov. Frederick Smyth, who has been Cashier of 
the First National Bank of Manchester, N. H., throughout the twenty-eight 
years of its existence, has just been made its President. 














636 THE BANKER’S MAGAZINE. | February, 


MATURITY OF RAILROAD DeEsTs.—A_ compilation, made by Mr. William 
Hosea Ballou, shows the amount of the funded debt of the railroads of the 
United States maturing each year. It appears that the largest amount to 
mature in any one year is $220,424,080, in Ig2I, and the smallest is 
$90,000, in 1940. In 1884 nearly $14,000,000 matures; in 1885, about 
$38,000,000; in 1886, $15,000,000; in 1887, $19,600,000; in 1888, 
$ 32,000,000; in 1889, $24,600,000, and in 1890, $42,000,000. From his 
figures we have prepared the following table, showing the aggregate amount 
for different periods : 





ee EP Gn scceseeses cieekhhbaethbessesbnedskebwnsaed $ 185,236,067 
Be OP Bin vos ccccccesctcccdsecccccscosvevecucsececnes 608,033,145 
BRE BD Bocce ccccdcccccccsccsccsecsconcosvesscesee ecee 917,534,958 
SUES BD BED oc ccccccecss Me watweswdeawcseeetenqsuces 2468 592,813,007 
i PPT TTT Te TT ETTCr Tir TTT rrTiTiT iT ere 521,977,147 
in.) sudennties ve noes nkeebd ae ebewee ne enee laden 282,810, 180 
RL ot ieee lilies ced Reigate tekues oss wee 66,528,400 

MR ébéeresssswkevems eipbes ihe didedieteioewewke $ 3,174,932,904 


—New York Indicator. 


RAILROAD FORECLOSURES.—The encouraging feature in the railroad situa- 
tion is the very small number of foreclosures which occurred in 1883. The 
number reported by the Rai/way Age is only eighteen, with an aggregate 
debt of $28,505,000 and capital stock of $18,825,000, a total capitalization 
of $47,330,000. Compared with 1882, there is an increase of two in 
number and a decrease of over $18,000,000 in capitalization. Compared 
with 1880, when the largest amount of capital was foreclosed, there is a 
decrease of nearly $227,000,000. The following table published by the Aaz/- 
way Age shows the sales of railroads under foreclosure for the past eight 


years : 








Year. No. of roads. Mileage. Capital inve sted. 
ewhik tesa eedeseesen kes cnesees scenes 30 se 3,846 in $ 217,848,000 
CAC CECchb ES ends ekbenkoenee ee 54 +e 3,875 xe 198,984,000 
DM GubESCADGEOaNSC0%6C COR es wen see 48 - 3,906 bia 311,631,000 
dh nephew pedéisé dede eben ¥éeeeunee 65 «e 4,909 - 243,288,000 
i on Gtk <césgsediensudewes \auensus 31 hie 35775 - 263,882,000 
Dib snwbrsniend ie eedekeeneesseewaes 29 ‘i 2,617 — 127,923,000 
i eiuiiien ah hs danenenienewkweln 16 as 867 65,420,000 
| Ee ee mn ee 18 in 1,354 - 47,100,000 

Total for eight years....... 291 25,145 $1,476, 312,000 


The most important sales during the year were of the Columbus, Chicago 
& Indiana Central, with stock and bonded debt of $25,750,000, or over 
one-half of the aggregate; the Cleveland, Tuscarawas Valley & Wheeling, 
with a capitalization of $4,755,000, and the Massachusetts Central, with a 
debt of $7,250,000. These three roads represent a mileage of 789 miles 
and a capitalization of $37,755,000, being about 60 per cent. of the total 
mileage and about 80 per cent. of the total capitalization. The remaining 
foreclosures, therefore, were far from being either important or significant, 
except so far as they indicate the very favorable situation of railroad enter- 


prises throughout the country. 


GAMBLING IN PrRQDUCE.—The New York Journal of Commerce remarked 
in a recent issue: ‘‘If we go upon the mercantile exchanges we find the 
members either gambling on their-own account, or busily engaged in placing 
the ventures of others. Out of bargains for nearly ten million bushels of 
wheat, which we had carefully analyzed in one day’s business, less than 
fifty thousand bushels were actually bought and sold between parties who 
‘ expected to deliver and receive the property; the rest was composed of 
gambling wagers, having no proper relation to legitimate business. Cotton, 
coffee, and most other commodities are speculated upon in the same way. 
Many of the agents and dealers are simply acting as brokers, and thus 
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may claim that theirs is a legitimate calling, but the fever-stricken throng 
of gamblers who stand behind’ them, make the contracts and put up the 
margins, are really trying to get something for nothing; they are seeking 
to win a return for which they never proposed to give any equivalent. 
whatever.” 


KENTUCKY.—The town of Hopkinsville was electrified on January 3, by 
the announcement that James A. Wallace, Cashier for nineteen years of the 
Bank of Hopkinsville, had absconded on January I, carrying away $50,000. 
of money belonging to the bank. Col. Wallace was one of the most promi- 
nent, public spirited, and universally esteemed citizens of Hopkinsville, whose 
fall was a revelation so painful as to be almost incredible. The money 
stolen was part of the reserve fund of the bank, whose capital of $250,000 
is not impaired, nor is there any interruption to its business by reason of 
the theft. The loss falls upon Wallace’s bondsmen. 


NEW YoORK.—The’ annual report of the Superintendent of the Banking 
Department, Mr. Willis S. Paine, shows that on October 1, 1883, eighty- 
four banks, regularly organized under the laws of this State, are in active 
business, nine of these, with total capital of $3,126,000, having been organ- 
ized during the past fiscal year, The reports of the several banks give 
evidence very favorable to the system of free banking. The aggregates on 
September 22, 1883, of items named were as follows: Capital, $21,761,700; 
due depositors, $ 113,914,963; loans and discounts, $ 96,338,963; profits and 
surplus, $11,146,418 ; total resources, $ 160,716,393. The report presents also 
the condition of the Trust, Loan and Mortgage Companies, the Safe De- 
posit and Building Fund Associations. 

In the year 1881 Messrs. Dowd and Paine were appointed to compile and 
revise the banking statutes of the State, and to suggest any amendments 
which should appear necessary. Under this authority one of the recommen- 
dations submitted was in reference to the use of corporated names by private 
banks. Mr. Paine calls attention to this as follows: 

‘We then said in substance that this kind of private banking was on the 
increase in this State. No institution should be permitted to so conduct its 
business by means of advertisements, or otherwise, as to lead the public to- 
infer that it was in fact a corporation duly organized under the general law, 
and surrounded by all the safeguards which have been the fruit of years 
of corrective legislation. Such practices are demoralizing. ‘There should be 
some appropriate legislation which, while checking such abuses, would at the 
same time encourage the formation of organizations under the immediate 
control of the banking department. 

‘*T desire toadd it is believed that the amount of capital employed by 
this interest equals the sum used by both the regular State and National 
banks. It is the imperative duty, in my judgment, of the legislature to com- 
pel private banks to advertize themselves as such ‘private banks,’ and to 
do business as such. ‘They compete for the business of the regularly organ- 
ized corporations, while subject to few of their burdens; and it is a remark- 
able fact that with a keen realization of the benefits to be had by preserv- 
ng a name, the credit of which was obtained while carrying on business as 
an association created in pursuance with the terms of the Free Banking 
Act, they have, in many instances, assumed the corporate title while they 
possess nothing of a corporate existence. Why should the State forbid ‘an 
individual banker’ to take a corporate name if this license is given to a 
private banker? If one of these private bankers having a corporate name 
sees fit to so manage his affairs as to result in a disastrous failure, the 
unthinking portion of the community. in this State, and the better informed 
elsewhere, very naturally draw a conclusion to the disparagement of our regu- 
lar associations ; a conclusion unjust in the extreme. No doubt some of these 
private banks are managed in the most conservative and judicious manner, 
but the fact remains that they make no reports of the condition of their affairs, 
and there is no supervising authority which may subject them to an ex- 
amination.”’ 
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A DEFAULTING BANK CASHIER.—Tilden G. Abbott, for ten years Cashier 
of the Union Market National Bank, of Watertown, Mass., has absconded, 
taking funds of the bank aggregating, as far as known, $31,160. The bank 
has since suspended. 


OnHi0.—The first semi-annual statement of the Cincinnati National Bank 
shows a credit to surplus fund of $15,000, although the capital of $ 500,000 
has only recently been all paid in. Mr. Albert M. Larkin, Paying Teller 
of the bank, has been elected Assistant Cashier, having earned his promotion 
by diligent devotion to the duties of preceding positions. 


Cincinnati.—Mr. John R. De Camp, hitherto Cashier, has been elected 
Vice-President of the Metropolitan National Bank. Mr. Charles W. Edwards 
has been appointed Cashier in place of Mr. De Camp. 


‘CANADIAN BANKS.—The statement of the condition of the banks in Canada 
at the close of December indicated a quiet condition of trade during the 
month. The circulation has fallen off $415,000. The public deposits in- 
creased about $380,000 during the month. The banks have strengthened 
their reserves materially, the aggregate of specie and Dominion notes being 
$ 1,640,000 larger than at the close of November, and this amount appears 
to have been obtained by drawing upon the balances in New York, as the 
latter are down $1,240,000. Commercial loans have been further slightly 
reduced, for although an increase of $820,000 occurs in the loans to cor- 
porations, the discounts are $1,035,000 less. Overdue debts are of about 
the same amount as in November. The condition of the foreign exchanges 
is still very favorable. The net balance due from agents in the United 
States and Great Britain at the close of the year being $20,700,757, against 
$ 22,626,383 in November, a decrease of about $2,000,000, against which 
may be offset the increase in specie and Dominion notes. 


MeExico.—Negotiations are in progress at the City of Mexico for the 
consolidation of the National and Mercantile Banks. Changes in the Govern- 
ment concession to the National Bank will be necessary. The tombined 
capital of the two banks is $20,000,000, 40 per cent. of which is paid up. 
The combination inspires entire confidence. 


ITALIAN MoONEY.—Travelers are warned that henceforth francs will not 
circulate in Italy, and that lire will be refused in France. ‘The coins are 
identical in weight and in value, but the Monetary Convention between the 
countries ended with the old year, and a rule which seemed for mutual 
advantage no longer has force. 


FRAUDS UPON BANKS.—The business of every highly developed country is 
necessarily based on the theory that men can safely trust one another. Not 
only does every trader work more or less with borrowed money, but every 
commercial house has to repose confidence in one or more of those it em- 
ploys to such an extent that he or they could at any moment ruin it. Take, 
for example, a great joint-stock bank. It borrows deposits from the public 
many times the amount of its own capital, and as its shareholders cannot 
themselves work it, they elect as their representatives a Board of Directors, 
who can, if so disposed, make ducks and drakes of all this money. Some of 
those directors are without skill or experience, and are chosen because they 
are supposed to possess influence. The rest are generally merchants who 
have large private concerns to look after, and little time to give to the affairs 
of the bank. Practically, therefore, the directors are unable to control the 
bank which they are supposed to manage; ‘and in any case they have but 
a small interest in its success. Yet they are absolute over its whole busi- 
ness, and may ruin it by neglect. Umder them, again, are paid managers 
and assistant managers, secretaries and heads of departments, and under 
these clerks of various degrees. How great are the facilities for fraud pos- 
sessed by several of these paid agents, the public fully realizes only when it 
becomes acquainted with such a crime as has received exemplary punishment 
in the person of the secretary of the River Plate Bank of London.—Zon- 
don Saturday Review. 
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WILLIAM P. RATHBURN, President of the First National Bank of Chatta- 
nooga, died in that City on January 11th, at the age of sixty-four. Major 
Rathburn was the leading capitalist in Chattanooga, and has been closely 
identified with every important industry established there. For many years 
he has been President of the Roane Iron Company, and had also for a long 
time been connected with the banking business and iron interests of Ohio 
and West Virginia. He was engaged in mercantile business at Wilkesville, 
Ohio, previous to 1849.—Sun, Jan. 12th. 

EpwWIN K. THorntron, Cashier of the Bank of Kansas City, Missouri, 
died in that city on January 13th. Mr. Thornton was born 44 years ago, 
in Versailles, Ky., of which place his father was a prominent citizen for 
many years. In early manhood the deceased came to Missouri, where he 
remained until the outbreak of the war, when he returned to Kentucky. At 
Versailles he was for a number of years Cashier of the Commercial Bank. 
In 1880 he again removed to Missouri. In 1881 he was elected Cashier of 
the Bank of Kansas City, a position which he filled to the entire satis- 
faction of the public and_ the officers of the bank. At a meeting’ of the 
Directors of the bank, held January 14th, appropriate resolutions, expressing 
their high estimate of Mr. Thornton’s character and ability were unanimously 
adopted. 

SAMUEL WILLIAMSON, a prominent citizen and financier of Cleveland, died 
on January 14th. He was born in Crawford County, Penn., but moved to 
Cleveland at an early age. In 1826 he entered Jefferson College, Pennsyl- 
vania, and was graduated with honor. He then studied law in Cleveland, 
and was admitted to the bar in 1832. In 1872 he retired from practice. 
Mr. Williamson served in the lower and upper houses of the General As- 
sembly of Ohio, was a director of the Cleveland, Columbus, Cincinnati and 
Indianapolis Railway Company, and for the last fifteen years has been Presi- 
dent of the Cleveland Savings Bank. 


ES ois 


NATIONAL-BANK AND LEGAL-TENDER CIRCULATION. 


STATEMENT of the Comptroller of the Currency on February 1, 1884, 
showing the amounts of NATIONAL-BANK NOTES and of LEGAL-TENDER 
NOTES outstanding at the dates named, and the increase or decrease: 


NATIONAL-BANK NOTES. 


Amount outstanding June 20, 1874........sccceesescseceees enieninaiaientiai $ 349, 894, 182 
- " DRY Bly. BIG s ose tienes : ssccascetnenssanese esse = 351,861,450 
+ “ BE, Bh Ci ctacenssncssctacscsioccmeseneins dseesee 322, 555,905 
4 ¢ SE Srenithsa A cinricsnernds sectmicimemniniies, eee 
Decrease during the last month ........c.ccccccccscocsscscccccoccceces 971,775 
Decrease since February 1, 1883 .........ccscccccscsscccesscccsccccees 12,677,992 
LEGAL-TENDER NOTES. 
Amount outstanding June 20, 1874........ A Ch SRRGte 4.9 6 Ue tabeRereRANHeeS $ 382, 000,000 
*: - POETS Eby. CRG icoctetenecorsevearescccces voccseceocce 382,000,000 


‘¢ retired under Act of January 14, 1875, to May 31, 1878. 35,318,984 
‘« outstanding on and since May 31, 1878..............+s.+6. 346,681,016 
“« on deposit with the Treasurer U. S. to redeem notes of 

insolvent and: liquidating banks, and banks retiring 

circulation under Act of Jume 20, 1874...............5. 41,447,388 
Increase in deposit during the last month.............ccseeceevevees 2,146,544 
Increase in deposit since February 1, 1883............essesceses 1,218,565 


JNO. JAY KNOX, Comptroller of the Currency. 


* Circulation of National gold banks not included in the above, $718,734. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from January No., page $57.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
DAKOTA .Miller......... Citizens’ Bank........... Chase National Bank. 
$ 25,000 R. C, Anderson, Pr. Wm. H. Waters, Cas. 
“ . Scotland....... Commercial Bank. (H. M. Montelius.) Merch, N. B. Chic. 
. -. Woonsocket... Citizens’ Bank............ Gilman, Son & Co. 
‘Henry Widner, /7. Mark Harris, Cas. 
ae Monticello. .... Bank of Monticello.{Wm. Noecker.) ............ 
n . Saybrook...... Bellau & Freeman....... National Park Bank, 
- . South Chicago. Calumet Nat’! B’k of South Chicago. ............ 
$ 50,000 Horace P. Taylor, /r. Clark P. Wilder, Cas. 
Iowa... Clarinda....... Clarinda National Bank... —__.............. 
$ 50,000 Frank W. Parish, Pr. Isaac J. Poley, Cas 
” Sis ckev cues Farmers’ & Miners’ Bank. Chase National Bank. 
S. H. a" Pr. A. D. Mallory. Cas. 
” . Maxwell,.,.... B’k of Maxwell..... (E. D. & D. D. Sen} First N. B. Chic. 
- .. Waverly, amet First Nat'l Bkof Waverly es ee ee ee eee 
$ 100,000 J. H. Bowman, Pr. H. S. Burr, Cas. 
KANSAS: Quenemo...... Quenemo Bank...... J. S. Cloud, Cas. First Nat’l Bank. 
“ . Yates Center... Woodson National Bank., ss... cee eee 
$50,000 Geo. D. Carpenter, Pr. N. F. Follett, Cas. 

Micu... Addison....... Exch. Bank of Addison (F. E, Curtis.) Chase National Bank. 
“ . Ishpeming.... Marquette Co. Bank...... American Exchange Nat’! Bank 
$ 50,000 S. S. Curry, ?r. E. D. Nelson, Cas. 

” . Plymouth...... Plymouth National Bank. ~~ ............. 
$50,000 Theo.C.Sherwood, Pr. —s caecseeeceee 
MINN... Minneapolis... . ratte NS lad ee cg 
$ 300,000 J. W. Johnson, Pr. J. H. Ray, Cas. 
« .. Wabasha...... First National Bank..... 0000 ee ee eee e ee. 
$ 50,000 Lucas Kuhn, /r. Bruce Florer, Cas. 
lisice oo ae DeWitt Exchange Bank.. United States National Bank. 
10,000 W.S. Ruckel, Pr. E. W. Rucker, Cas. 
“ PPIs 0 06 0048 Farmers’ Bank of Fairfax, Continental Nat’) Bank Chicago. 
(0,000 John F. Sly, 77. G. W. Smith, Cas. 
” _ fieeliens.... Gach. HN. . Ot LOR 0 t——Ci‘ém w we we vc ves 
50,000 Marcus Dreyfus, Pr. Richard J. Hawkins, Cas. 
. . Louisiana ..... SO” Se ee eee 
$50,000 J. Stuart Carkener, Pr. W. G. Tinsley, Cas. 
s Dt tanesdoue First Nat’lBank of Milan x. cs eee eee 
$ 75,000 L. T. Hatfield, Pv. J. C. McCoy, Cas. 
. . Mound City.... Mound City Bank........ First National Bank, Chicago. 
. CUP estcsines Bank of Salem........... Continental, St. Louts. 
$ 13,000 William R Love, /y. Wm. A. Young Cas. 
Mont .. Billings..... ee EM ET TTT Te 
60,000 W. R. Stebbins, Pr. H. H. Mund, Cas. 
NEB,.... Ainsworth..... vienna: & Merchants’ B’k Kountze Brothers. 
J. W. Sherwood, Pr. L. P. Albright, Cas. 


,000 
. Louisville...... Louisville Bank.. 


.. Bloomington .. Bloomington Ex.B’k (john DeWalt & Son) Gilman, Son & Co 
. Broken Bow.... Custer Co.B’k(Burnham & Jewett.) Donnell, L. & Simpson. 
. Cedar Rapids.. Cedar Valley Bank....... Kountze Brothers. 


F. S. Thompson, Cas 


I Genoa State Bank........ - Nebraska National Bank, Omaha. 


John Linderholm, 7/7. Emma Linderholm, Cas. 

. Grand Island.. Citizens’ National Bank.. American Exchange Nat’l Bank. 
Henry A. Koenig, Pr. D. H. Vieths, Cas. 

First National Bank, cmt” 


$ 10,000 | es Manker, Pr, H. E. Manker, Cas. 














% 
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State. Placeand Capital Bank or Banker. N. ¥. Correspondent and Cashier. 
Nes.... Neligh........ Citizens’ Bank........... Donnell, Lawson - Simpson. 
J. D. Bacon, P?. Edward L. Hatch, 
W OBE o cccccees Bank of Odell.......... Chemical National Bank. 
$ 11,000 Franklin R. Joy, Pr. Howard R. Joy, Cas. 
N. Y.... Warrensburgh. L. W. Emerson & Co.. Continental National Bank. 
Ono... Ashtabula Har. Marine Bank............. fy pene Hayes & Co., 
Henry H. Hall, Cas. Cleveland, O. 
PENN... Kittanning .... Farmers’ National Bank of Kittanning............ 
$ 100,000 John A. Colwell, Pr. George W. Doverspike, Cas. 
TENN... Tullahoma .... First N. B. of Tullahoma ~~) ............ 
$50,000 Litle D. Hickerson, Pr. S. J. Walling, Jr., Cas 
Texas.. Marshall....... First Nat’|B’kof Marshall = ............ 
$ 75,000 C. Garrett, Pr, E. Key, Cas. 
Va...... Abingdon ..... Exchange & Deposit Bank Kountze Brothers. 
W.VA _ Huntington ... First N. B. of Huntington Third National Bank. 


OFFICIAL BULLETIN 


Ne. Name and Place. President and Cashier. Capital, 
3097 First National Bank............ Wm. R., Stebbins, 
Billings, MONT. H. H. Mund, $50,000 
3098 Manufacturers’ National Bank... J. W. Johnson, 
Minneapolis, MINN. J. H. Ray, 300,000 
3099 City National Bank............. Lyman H. Tower, 
Hastings, NEB. Joseph S. Allison, 50,000 
3100 First National Bank............ Lucas Kuhn, 
Wabasha, MINN. Bruce Florer, 50,000 
3101 Citizens’ National Bank......... Andrew A. Koenig, 
Grand Island, NEB. ; D. H. Vieths, 60,000 
3102 Calumet National Bank........ Horace P. Taylor, 
South Chicago, ILL. Clark P. Wilder, 50,000 
3103. Exchange National Bank........ Marcus Dreyfus, 
Louisiana, Mo. Richard J. Hawkins, 50,000 
3104 Farmers’ National Bank........ John A. Colwell, 
Kittanning, Pa. George W. Doverspike, _100,000 
3105 First National Bank............ J. H. Bowman, 
Waverly, Iowa. H.S. Burr, 100,000 
3106 First National Bank............ J. L. Caldwell, 
Huntington, WEST VA. M. C, Dimmick, 50,000 
3107 First National Bank............ Litle D. Hickerson, 
Tullahoma, TENN. Smith J. Walling, Jr. 50,000 
3108 Woodson National Bank........ George D. Carpenter, 
Yates Center, KANSAS. N. F. Follett, 50,000 — 
3109 Plymouth National Bank... .... Theodore C. Sherwood, 
Plymouth, MICH. ceseenee 50,000 
3110 First National Bank............ L. T. Hatfield, 
Milan, Mo. J. C. McCoy, 75,000 
3111 Mercantile National Bank....... J. Stuart Carkener, 
Louisiana, Mo. Walter G. Tinsley, 50,000 
3112 Clarinda National Bank ........ Frank W. Parish, 
Clarinda, Iowa. Isaac J. Poley, 50,000 
3113 ‘First National Bank ............ R. C. Garrett, 
. Marshall, Texas, E. Key, 75,000 
3114 +First National Bank...-......... Wm. Barth, 
Alamosa, COL. H. J. Ross, 50,000 





$ 50,000 J. L. Caldwell, Ar. M. C. Dimmick, Cas. 





OF NEW NATIONAL BANKS. 


(Continued from January No., page 558.) 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from January No., page 558.) 


Bank and Place. 
N. Y. Ciry.—Garfield Nat’l Bank..... ; 


CoL.... State Nat’] Bank of Denver. } 


Conn... American Nat’l B’k, Hartford.. 
« .. Birmingham National Bank... 
AES Griffin Banking Co., Griffin.... 


» ,, Sav. B’k & Tr. Co., Savannah. 


| a First National Bank, ‘ 
Canton. } 


#  .. Mer. Loan & Tr. Co., Chicago. 


» ., Home Nat’! Bank of Elgin.... 


« ., First Nat’l B’k of Farmer City } 


=.»  .. Second Nat’l B’k, Galesburg. 


aa. 


” .. First National Bank, 
Galva. } 


Inp .... Aurora National Bank, Aurora. 


«» ., Adams County Bank, Decatur. 
Iowa... Second Nat’l Bank, Dubuque.. 


«  .. Fort Dodge National Bank 


Kan.... Bank of Galena, Galena..... } 


Ky..... Second Nat’l Bank, Louisville. . 

» _., Third Nat’l Bank, Lexington.. 
MAINE.. Newcastle National Bank...... 
MpD..... National Bank of Rising Sun 


Mass... Globe National Bank, Boston. . 
# _.. Merchandise Nat’l B’k, Boston. 


»  ,. Suffolk National Bank, Boston. 
{ Sidney Wilder, /r...... 


«  .. Holliston National Bank.... , 
. First Nat’] Bank, Leominster. 


» .. Old Lowell Nat’l Bank, Lowell. 


. Nat. Mt.Wollaston B’k, Quincy. 
# .. Naumkeag Nat’! Bank, Salem.. 


Micn... Merch. & Manuf. Nat’! Bank, 
Detroit. 


First Nat’l Bank, Cassopolis. } 
Ishpeming National Bank..... 
» ., First Nat’l B’k, Three Rivers } 


Elected, 
AR, G. CEs Fic cc ccs 
G. H. Robinson, V. P.... 
Charles Hallock, /r..... 
}. C. Lewis, V. P..ccses. 
Joseph H. King, Cas.... 
Chas. E. Clark, Cas..... 
3. B. Miciooks, Cas. .scees 


James H. Hunter, Cas... 


G. Barrere, Pr.......... 
W. J. Crendorff, V. P... 
Ba Es EE, Fi sc cccces 
J. W. Ranstead, Pr..... 
R. O. Crawford, Pr..... 
A. M. Cumming, faa 
J. T. McKnight, Pr..... 
is We SEs Fe Pecee.ce 
J. G. Vivion, Cas....... 
Wm. L. Wiley, = ae 
M. E. Ericson, Ass’¢ C.. 
Will. F. Stevens, a 
David Studabaker, Pr. ia 
George B. Burch, Pr.. 


G. F. Dunscomb, V,, P.. 
G. B. Wheeler, Cas.. 


| W.E, Dunscomb, AsstC. 


Oscar T. Street, Pr...... 
W., E. Stice, a. 
John E. Green, ?r 
Jas. H. Shropshire, Cas.. 

Austin Hall, Pr......... 


Wm. B. Stevens, V. ?... 
Charles H, Kilham, Cas. 
A, L. Edmands, Pr..... 


T. E. Andrews, V. P.... 
Bee EP dbes sécanene 
es 
E.. H. Dewson, Pr....... 


Frederick Marvin, Cas. 
3. oe 
eM , POPC err 
M. L. Howell, V. ?....... 
Re I Ge co wawe 
Ace Bes a AEs ccecncse 


in place of 
G. H. Robinson. 
G. N. Wheeler. 
C. F. Hendrie. 
J. G. Root. 
J. Arnold.* 
D. D. Peden. 
M. Hatch. 
A, C. Babcock. 
G. Barrere. 


: H. sherciaan. 


J. T. McKnight. 
W. W. Washburn, 
G. W. Hough. 


. W. T. Stevens. 


R. B. Allison. 
. W.L. Bradley. 
. S. T. Miscroey. 
G. B. Wheeler. 


J. ssresieel 
O. L. Bradley. 


Joseph Haines, 


J. M. Evans. 
H. H. Haines. 


F. A. Gray. 

J. F. R. Foss. 
D. R. Whitney. 
A. Leland. 

S. Wilder. 

S. Putnam. 

E. Tuck. 

E. B. Pratt. 

J. H. Towne. 


.. F. W. Hayes. 


F, Marvin. 
A. Kingsbury. 
D. M. Howell. 


Mo.:... Continental Bank, St. Louis... Charles W. Bullen, Cas.. Ww. P. Kentiog. 
w _.. Laclede Bank, St. Louis....... J. T. Burch, Cas... 0: A. G. Donaldson, A.C. 
; . John W. Holt, Cas...... D. R. Holt. 
NEB.... First Nat’] Bank, Falls City. J.C. Lincoln, V.P.....7J. W. Holt. 
«  .,. City National Bank, Hastings. A. A. Sweet, Cas,....... J. S. Allison, 


* Deceased. 
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Bank and FPlace. Elected. in place of 
N. J.... Nat'l State Bank of Camden... J. W. Heulings, /7...... J. Gill, 
™ ‘ Hunterdon Co, National B’k, | J. C. Hopewell, Pr...... C. Bartles. 
- Flemington. { W. P. Emery, V. ?...... J. C. Hopewell. 
« .. Freehold Nat. B’g Co., F soret Ci, Pee 
we 1 Bank Charles A. Skillman, ‘ “Peo 
« ++ Lambertville National Bank.) 4 CG. Barber, V. P...... C. A. Skillman. 
» .. Essex Co, National Bank, { W. H. Curtis, PMesesss A. S. Reeve.* 
Newark. } Thos. W. Crooks, Cas... W. H. Curtis. 
N. Y.... First National Bank, Albion... R. T. Coan, Cas........ W. R. Burrows, 
i Manufacturers National Bank John Loughran, ; J. R. Furman. 
vf of N. Y., Brooklyn, William Dick, V. ?...... J. Loughran. 
# .. Long Island Bank, Brooklyn... . Crowell Hadden, Pr..... J. L. Morgan. 
# .. Syracuse Savings Ria Henry L. Du guid, Pr.... EW. acum orth 
: Wyoming Co. National cat Re Fae Husaphrey, Ir. Cas. H. A. Metcalf, 

4 Warsaw. | F. J. Humphrey, 4dss4.C. __........ ..... 
OHIO... Ex, Nat’l Bank of Cincinnati... Franklin Alter, Pr....... B. F. Power. 

‘s Metropolitan National Bank, , Be Oe DeCamp, FP evenes J. R. Brown. 

Cincinnati) Chas. W. Edwards, Cas.. J. R. DeCamp. 

« .. Farmers’ National Bank, Bryan J. W. Leidigh, Pr....... J. W. Nelson: 
P Wiest Nations’ Baek Benen | D. C. Baxter, Cas....... O. Eaton. 
i » ye Geers BG Peawcoss. * sunkeons 
P First National Bank, ( Amos Smith, Pr......... Wm. Cook 
, Chillicothe. | Alex’r Renick, V.P..... sen aeee 
- Commercial National Bank D. Z. Norton, Cas bbeamen J. Colwell. 
Cleveland. \y J. ‘Colwell, | ela A. Stone. 
“ First National Bank of \ T. W. Tuttle, PP iavsews A. J Ford. 
Geneva. | F. W. Tuttle, dss’¢ Cas... =. a ee ‘ 
: O. F. ee ge Pr..... R. F. Borckman. 
PENN... Bradford National Bank..... > + Kennedy, V. " P.. _O. F. Schonblom. 
Jefferson Co. National Bank 
- 4 of Brookville. George T. Rodgers, Cas. E. A. Litch. 
“ Indiana Co. Dep. B’k, Indiana. James M. Watt, Cus..... E. H. Wilson. 
‘ Keystone National Bank Aaron Wilhelm, /r...... I. McHose. 

‘ Reading. + Jacob Holl, Cas......... T. D. Fister. 
TENN... Nat’l Bank of McMinnville...., Jesse Walling, Cas...... S. J. Walling, Jr. 
TEX.... National Bank of Texas, 4 W. LL. Moody, #.....:. M. Kopferl. 

Galveston. 7 J. E, Wallis, V. P.. . J. J. Hurdley. 
w .. First National Bank, Texarkana J. H. Draughon, V. P.. jcatiiatinains 
a , Citizens’ Nat. B’k, Weatherford W. F. Altfather, Cas.. . A. R. Andrews. 
VT ..... Factory Point National Bank } mer: Back, al pees 
» .. First Nat’l Bank of Fair Haven R. C. Abell, Pr.......... _Z.C. Ellis.* 
Was. Columbia Nat. Bank of Dayton N. P. Hall, Cas.......... J. G. Paine. 
siciiastoetneciltidllialthneesicietionas 


SAVINGS BANKS’IN RussiA.—The London Zconomist of recent date has the 
following: ‘‘ Savings banks have been in existence in Russia for upward 
of forty years, but until recently the people seém to have been but little 
disposed to make use of them. During the past two or three years, how- 
ever, they have been coming into greater favor, mainly as the result of new 
| regulations, which came into force in 1881, and- which provided, among 
other things, for a considerable increase in the number of the banks and 
an increase from 3 to 4 per cent. in the rate of interest paid to depositors. 
A comparison of the returns, dated respectively the Ist of January 1881, 
and the Ist of August 1883, shows the following results: 





August 1, January x, 

Number of accounts— 1883. 1881. increase. 
State savings banks........ 132,582 .. 100,262 .. 32,320 
Municipal savings banks.... 4,925 .. omee .. 1,114 

Amount of deposits— 

State savings banks........ £1,054,000 .. £734,000 .. £320,000 


| Municipal savings banks... . 30,000... 20,000 .. 16,000 
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CHANGES, DISSOLUTIONS, ETC. 


( Monthly List, continued from January No., page 559.) 


ee oe Pike County Bank; sold out to Farmers & Merchants’ Bank. 
csc a ctscesss Hope Exchange Bank. Sidney B. Wood is now proprietor. 
CoL.... Leadville...... First National Bank ; failed January 22. 
M HW ..+ee+ Merchants & Mechanics’ Bank ; suspended January 30. 
say o. eueews City Bank; failed and assigned. 
» ., Pueblo........ Barndollar Bros. & Rankin ; now Barndollar Bros. 
v . Trinidad ...... Bank of Southern Colorado, now owned by Loring Horn. 
Sewell T. Collins, Cas. 
_ | La Salle...... . City National Bank of La Salle. In voluntary liquidation, 
January 8, 1884. 
iS: advo Neponset...... Bank of Neponset. J. A. Russell; deceased. Bank is closed. 
esas | ee Muncie Bank ; closed. 
»  ., Sullivan........ Farmers’ National Bank ; succeeded by Farmers’ State Bank. 
Same officers and correspondent. $ 50,000, 
Iowa .. Clarinda....... Valley Bank; now Clarinda National Bank, Frank W. 
Parish, Pr. I. J. Poley, Cas. $50,000. 
Oj R wne see Mitchell County Bank (Sweney Bros. & Libby); now 
Sweney Bros. 
w ., Waverly... .... Bank of Waverly; now First National Bank. §$ 100,000, 


Same management. 

Kansas. Arkansas City.. Creswell Bank; now Arkansas City Bank. 

gS. 4 nn «cosees Farmers & Merchants’ Bank ; title changed to Newton Bank. 

Same officers. 

Mass, .. Watertown.... Union Market National Bank ; suspended. 

Micu... Allegan... ..... Allegan City Bank ; succeeded by Chaddock & DeLand. 

MINN... Wabasha...... Bank of Wabasha ; now First National Bank. 

Mo. .... Louisiana...... Exchange Bank; now Exchange National Bank. Same 


management. $ 50, 00, 
Mercantile Bank; now Mercantile National Bank. J. Stuart 


Carkener, Pr. Walter G. Tinsley, Cas. $50,000. 


Nes.... Grand Island... State Central Bank; succeeded by Citizens’ National Bank. 
Henry A. Koenig, Pr. D. H. Vieths, Cas. $60,c00. 


N. Y.... Alfred Centre... A. E. & W. H. Crangall; succeeded by the University Bank. 
E. S. Bliss, Pr. A. E. Crandall, Cas. 


w  .. Patchogue..... Patchogue and Suffolk County Bank ; failed and assigned. 
OuI10... Wapokoneta... Farmers’ Bank; closed. 
| Sa Abingdon...... Greenway Bros. & Co.; succeeded by Exchange & Deposit 


Bank. Chartered. 


Non-BONDED OFFICERS.—Third Auditor of the Treasury, Keightley, in his 
annual report, calls attention to the practice of employing non-bonded officers 
to disburse government funds, a practice which has resulted in great loss to 
the government. He says 120 non-bonded officers are disbursing in the 
quartermaster's department alone, having in their hands $210,000, too large 
a sum to be held and paid out by any class of men upon the security of 
honor alone. In the engineer department the entire amount appropriated by 
the river and harbor and fortification bills is disbursed by officers not under 
bond. The sums so paid out aggregate millions of dollars every year. ‘‘I 


believe firmly in the honor and fidelity of the great body of our army 
officers, but I also believe that, in the interest of the government, inherent 
honesty should be supplemented by a good and sufficient bond.” 
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THE BANKER’S MAGAZINE. [ February, 


NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The new year has begun with disappointment, loss and continual liquida- 
tion in most branches of business and speculation; while grain and_ stocks 
have barely escaped a violent panic. Instead of coming in like a young and 
roaring bull with the promised ‘‘ January boom” upon its back, it came in like 
an older and a more savage grizzly than was seen during 1883. Thus the 
bright expectations of 1884, expressed in our last, have not as yet been real- 
ized ; but, on the other hand, they have nearly been destroyed, so far as the 
Bulls themselves have been concerned, who were compelled or scared into 
dropping their loads. This was true only, however, of those who were 
fortunately small enough operators to be able to get out by unloading upon 
the big ones who could not get out without precipitating a panic. This was 
more especially true of Wall Street, which was characterized in our last as 
‘the weak spot,” from whence trouble was apprehended, which might spread 
to other markets, by destroying confidence in all values. ‘This was just what 
happened, aided by the ‘‘posting” of over 1,000,000 bushels of wheat in 
this market as ‘‘out of condition.” This, coming in mid-winter, and after 
severe cold weather, was the last straw on the poor wheat-bull’s back, and 
it broke. With it, went the market and several operators and old conservative 
commission houses in this trade, which hovered on the verge of a panic for 
more than a week, about the middle of the month, with Chicago and Liver- 
pool ‘‘trembling in the balance.” After a fortnight of this terrible seasick- 
ness, the markets for grain began to recover slowly but steadily, led by wheat, 
the balance of the list sympathizing on the upward as it had on the down- 
ward movement. The improvement extended to nearly all the produce and 
other speculative markets, except stocks, and continued as a rule to the end 
of the month, with a more healthy feeling manifested in the general lisi 
than has existed since November. This reaction began in produce and 
was quite marked before the stock market was able to right itself, much less 
to rally. Towards the close of the month prices had gone from bad to 
worse, under the repeated exposures, one after another, of the financial 
skeletons in so many Wall Street closets, until heroic measures had to be 
adopted on the twenty-sixth of the month to lock the doors of those which 
had not been opened to the public view. The first of these skeletons to come 
to light was that of the Northern Pacific and its allies, on the retirement of 
their leading spirit, President Villard, whose honest failure and ruin was a 
refreshing surprise to Wall Street, which had not seen a ‘railroad king” go 
down with his properties and friends for many a day. Had he betrayed his 
friends by unloading on them he might have saved himself. But rather his 
friends unloaded on him as long as he could hold the weight, after which 
each undertook to get out ahead of his neighbor, until the Villard stocks 
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had to be taken off the market by a syndicate in order to save the balance 
of the list. 

Before this pass was reached, however, Union Pacific, Denver & Rio 
Grande, West Shore, Ontario and Western, and several smaller skeletons, 
like New York and New England, were dragged to light, until not only 
the public but Wall Street itself was scared out of its wits by the innumer- 
able ghosts that were stalking openly and daily through the Stock Ex- 
change. At the close of the month some of these apparitions have stepped 
behind the door, but it is feared only to come out again, as the make- 
shifts by which the tide was turned up were only borrowing from Peter to 
pay Paul to-day, while Peter must be paid to-morrow. Stopping the decline 
by syndicate purchases is like stopping the leak in a barrel by holding the 
thumb over the hole. It works while the syndicate holds its thumb tight, 
but the moment it takes it off by selling stocks, the leak is as bad as 
before. The little or big amounts they are able to squeeze out of the 
shorts don’t begin to make good the losses they incur on the purchases 
they are compelled to make in order to squeeze them. The ‘‘ big men,” as 
a rule, excepting Vanderbilt, who ran from this storm in 1883, are in the 
Wall Street ‘‘ sweatbox,’’ and can’t get out. If they are able to play At- 
las with the stock market, and carry it, water and all, on their backs until 
times get better, they may save the remnants of their ‘‘ paper” or ‘‘ water”’ 
fortunes. But if not, then they must liquidate, and these big blocks of 
stocks, hanging like Damocles’ sword over the market, must be distributed 
before there can be any health in Wall Street, or the public will come into 
the stock market again. As in produce, in 1883, the ‘‘ big men” had to 
liquidate, doubly so must the ‘‘big men” in stocks, many of which have 
no value, and all of which have an uncertain one, while produce has a 
known value the world over, and must be had, while stocks are not a ne- 
cessity to anybody. This is the inexorable logic of the time, and the 
sooner stock-jobbers and their backers recognize this fact the less they will 
lose. Hence the present reaction can scarcely be regarded as lasting, and the 
stock market is likely to sag back as it did after the other Northern Pacific cor- 
ner last fall. That one left the syndicate which ran it, loaded up with more 
stocks than before, which they have since been marketing at much lower 
prices than those prior to that squeeze. Such violent rallies are not healthy, 
and in their nature cannot hold. The power of the ‘‘ big men” to ‘‘ hold 
things” is broken. The most they can do is to spurt prices up sharply 
and suddenly, and terrify the Bears from selling for a time, while they 
‘‘improve each shinning hour” themselves, to work off ali the ‘‘long”’ stock 
they can. 

The money market is all on their side, as the January dividends and 
interest have gone into the loanable funds of the Street instead of into in- 
vestments. But the movements of produce from the interior to the seaboard, 
and hence the earnings of the railroads, are light, while railroad wars and 
breaking of pools have been daily occurrences all the month, although at 
its close, like Rip Van Winkle, they have all ‘‘ sworn off.” Our exports 
have been light and imports fair, with supply of commercial, as well as 
of bankers’ bills of foreign exchange scarce and wanted at higher rates. 
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Both exports and imports have been behind the same period of last year, 
notwithstanding that our securities have been coming home, as the distrust 
here has extended to the other side, with failures in the London stock mar- 
ket on the last of the month that may be the precursor of trouble there. 
The possibility of a continued movement of our securities this way is there- 
fore a probability, while the immediate prospects of largely increased exports 
of our produce are not bright. Hence there is great fear that exchange 
will go to a specie exporting basis. 

Yet at the close there is rather more inquiry for our wheat and some for 
our provisions, with the prospect of a gradually increasing foreign demand for 
these staples from this time forward. The railroad bond market has been 
as badly demoralized as that for stocks, except for best first mortgages. 
The West Shore bonds have suffered the worst, and those of other roads 
in proportion as their stocks have gone off, while they sympathized but feebly 
in the whirlwind that carried up Northern Pacific on the shorts. As in all 
times like these, Government bonds have been strong, when confidence in 
almost all else has been lost or shaken. 

The early estimates of the shortage in the world’s wheat crop are now 
generally believed to have been too large in view of the continual large 
stocks of wheat in sight in this country and Europe, although no doubt 
the crop movement has been unusually early, and the invisible supply 
is smaller than known for years at this season, especially in our winter wheat 
States. Wheat has more friends at the last improvement of 3@4c. than be- 
fore, and still higher prices, before another crop, are looked for later on. 
So far, the winter has been very favorable to the new crop, but weather 
scares will soon be in order. 

The short-corn-crop Bulls are discouraged at the free receipts and good 
grading of the new crop, and with rapidly increasing stocks, slow exports, and 
doubts of the lately accepted estimates of shortage, they are getting tired of 
bulling it on the first half of the crop, when they see how hard it is to 
bull wheat on the last half of the crop year. 

Oats drag along with corn, and, like it, have been dull and featureless the 
last half of the month, as the activity in corn early in the month was trans- 
ferred to wheat. Provisions have had their share of attention, as the packers 
have been compelled to change base since they lost so much money in the 
first half of the packing season by bearing hog products in order to get hogs 
down, which, instead, advanced steadily. After giving up the fight, badly 
beaten, they have turned Bulls at high priccs, and are now holding the mark- 
et, as hogs are still relatively higher than product. But stocks are increasing, 
and demand is hardly keeping pace as yet, though stocks are not large and 
the supply of hogs is smaller than estimated early in the season, 

Cotton has shown more strength on lighter port receipts than we _ should 
have on the Bureau’s estimate of a 6,000,000 bale crop, yet demand is 
equally behind last year, and the advance has been moderate only, with rather 
more speculative activity since the new year came in. 

Petroleum after going below $1.10 again, in sympathy with stocks and the 
generally Bearish speculation, has advanced to $1.14, to ease back on new 
wells whose flow has been exaggerated. But the usual upward course of 











1884. | NOTES ON THE MONEY MARKET, 651 
prices on Bearish news has been held, as was the downward, on a _ Bullish 
position in early part of the month. 

Coffee has been under the control of a Bull clique who have been able 
io keep prices from breaking very badly, although unable to advance them 
to a profitable selling point, and their success is doubtful. 

Teas have had quite a boom, advancing 1% cents in a single day, al- 
though they have been speculated in only a couple of months. This was 
wholly on speculative demand. 

The iron market has shown little change or feature, ruling dull; and coal 
production has been curtailed on account of large stocks. 

Dairy products have been firm but quiet, especially cheese, of which the 
supply is running light early in the season, and market hardening. 

Ocean tonnage has ruled in shippers’ favor most of the month, as exports 
have been so light: but at close more demand for grain room and light 
supply of irregular tonnage make rates firmer, with the prospect of better 
prices unless wheat is advanced beyond an export basis. 

The outlook for the coming month certainly cannot be more than the 
realization of the past, and it will be strange if the Bear craze of January 
does not give place to a Bull movement in some of the markets during Feb- 
ruary, unless prevented by further trouble in Wall Street. 

The dry goods trade is still in an unsatisfactory condition, yet some houses 
report slight improvement. The severity of the winter throughout the 
country has helped the demand for some classes of goods, and injured or 
delayed that for others. The coal trade would have been in still worse 
shape than it is had it not been for the severe winter, which has added 
millions to their income, but the iron interests have in a measure suffered 
from the high price of fuel. 

The failures in the grain trade have ceased, and with stronger markets 
the worst is thought to be over, while dry goods failures have fallen off 
considerably, except in the retail branch. 


The reports of the New York Clearing-house returns compare as follows : 


1884. Loans. Specte. Legai Tenders. Deposits. Circulation. Surplus. 
Jan. 5... $ 331,355,000 . $62,877,000 . $27,822,500 . $ 329,950,200 . $14,706,700 . $8,211,950 
“12... 329,897,200 . 68,070,200 . 30,644,800 . 338,253,700 . 14,658,300 * 14,151,575 
*f 19..- 332,586,800 . 70,380,600 . 33,298,800 . 345,580,700 . 14,425,900 17,284,225 
* 26... 333,989,200 . 72,921,300 . 34,031,000 . 349,894,100 . 14,669,300 . 19,478,775 


‘The Boston bank statement is as follows: 


1884, Loans. Specie. Legal Tenders. Deposits. Circulation. 
Dec, 29...-+++ $146,874,400 ..++ $6,527,200 .... $6,082,700 .... $98,486,6u0o .... $ 25,525,200 
ER een 148,346,300 .... 6,939,100 .... 5,698,500 .... 100,247,300 .... 25,728,400 

- Biiccee +» 148,537,700 .... 6,894,500 .... 5,677,800 .... 101,060,900 .... 25,714,600 

—_— ee 147,703,100 .... 6,179,500 .... 5,463,200 .... 98,069,200 .... 25,623,000 
* Gressess 146,593,000 .... 6,182,400 .... 6,018,800 .... 98,303,500 .... 25,581,900 


The Clearing-house exhibit of the Philadelphia banks is as annexed : 


184. Loans. Reserves. Deposits. Circulation. 
JAM. Se ee eeee - $77,302,125 eee $21,701,752 eee $73,513,227 eee $9,291,507 
~~ GBresaeoeca 773555147 “eee 22,042,271 oaaa 72,316,553 sees 9) 202,266 
Donan 774095267 sees 21, §88,620 vee 715,729,730 has 9,119,556 


”  Biscees eee 77 +294,992 eine 21,240,412 anne 71,205,360 eeee 8,990,126 
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Our usual quotations for stocks and bonds are enlarged elsewhere to embrace 
i a greater number and each day of the month. ‘The rates for money have 
been as follows: 


QUOTATIONS : Jan 7. Fan. 14. Fan. 2%. Jan. 28. 
akin medhétncuwees 5 @6 ..-. 44 @5% .... 44 @5% ..-- 4% @ 5% 
Call Loans...........0.00.4. 1% @ sees T @2 so & @S weer «1% @2 
Treasury ideas es, coin.. $1 sete .+--$115,329,986 .... $116,343,069.... $117,298,928 

Do. do. cur... $6,733,539 ..-. $6,548,995 «-.... $8,978,597 ..+- $9,748,717 


We append the closing rates of Foreign Exchange for each day in January, 
When the date is not specified, the price remains the same as last quotation: 


. is: 4 8 9 14, 15 | 16) 18) 19 21 24 | 25 26 | 29 








j ee 
— ee) ee | ee | ee | ee i —_—_- eo eo" 








London...... 60 days B24 483 48344 484 484! 5 484! 484%) 485 Pa Da —i\— 48514 — \486 | — (486! 

rrr 3 { (485%2|486 48612 /487 |487!2/487/ — 48734 488, — | — — (488%) — [489 
Paris Francs6o0 ‘‘ 521% — |§2052/520 — i—/|519%) — |- - 1§1834) — — 518/517! 3 |5477% 

“ ss “* 158%] — 517%2|5167 Al} — —i56 4) — ae pe — [51554 — 515 | — (5t434)S12%4 
Geneva ..... 60 ‘* |520$@! — 520 |51935/ - - 1518%151834; — | — |5181{) — [51714] — $1675 516! 

Sf enveee 3 “* \st74| — 316% 4\§t6%) — | — = 585% — {|—|— |sts | — [5343s] —_ |52324)513/% 
Berlin, 60 * | 94%!—'95 | —- — - — |— |—| —} os - 95%; — | 95% 
Reichmarkss 3 ‘6 g5!4'— 95% ' —' — -- — i954: — 95% — %6 
Amsterdam } 60 ‘* | 404¢|-— — — |_| — — tale - 4014 : 

Guilders .§ 3 “*; go%!-—-' — |; -— | — J—!. —{—;— j|- — | @%i— !- 

ea 
v 
DEATHS, 


ARNOLD.—On January I1, aged seventy-two years, JOSEPH ARNOLD, Cashier 
of the Birmingham National Bank, Conn. 

BURKHALTER.—On January 30, aged eighty years, CHARLES BURKHALTER, 
Vice-President of the Broadway National Bank of -New York. 

DicKEY.—On January 14, aged sixty-six years, SAMUEL -R. DICKEY 
President of the Oxford National Bank, of Oxford, Penn. 

Hatsey.—On January 27, aged eighty-eight years, JoseEpH A. HALSEY, 
formerly President of the Mechanics’ National Bank of Newark, N. J. 


, 


HOAGLAND.—On January 12, aged seventy-three years, PLINY HOAGLAND, 
Vice-President of the Fort Wayne National Bank, Ind. 


RATHBURN.—On January II, aged sixty-two years, WILLIAM P. RATH- 
BURN, President of the First National Bank of Chattanooga, Tenn. 

REEVE.—On January 7, aged seventy-three years, ABNER L. REEVE, 
President of the Essex County National Bank of Newark, N. J. 

| RUSSELL,—On January 21, aged eighty-seven years, CHARLES HANDY 

RUSSELL, formerly President of the National Bank of Commerce, New York 
City. 

THORNTON.—On January 13, aged forty-four years, Epwin K. THORNTON, 
Cashier of the Bank of Kansas City, Mo. 


WILLIAMSON.—On January 14, aged seventy-five years, SAMUEL WILLIAM- 
SON, President of the Society for Savings, Cleveland, Ohio. 





